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TO HELP YOU SELL 


MORE GOODS AND SERVICES 


Ever since we started it . in the May 10, 
1952 issue .. . acceptance of SALES MAN- 
AGEMENT’s INDUSTRIAL Survey of Buy- 


ing Power has been enthusiastic, steady. 


Users include names like General Electric Co., 
Lamp Division; Carrier Corp.; Hughes Air- 
craft Corp.; Reynolds Metals Co.; General 
Motors Corp., Frigidaire Division; Wyandotte 
Chemicals Corp.; The De Vilbiss Co.; Dewey 
& Almy Chemical Co... . 
ing agencies like Ketchum, MacLeod & Grove, 
Inc.; Fuller & Smith & Ross; J. Walter Thomp- 
son Co.; Meldrum & Fewsmith, Inc.; Gray & 


as well as advertis- 


Rogers. 


Company after company have told us that now 
at last they have a yardstick for setting up-to- 
date realistic sales quotas for the industries to 
which they sell. 


You, too, may find the Industrial Survey a real 
discovery. The second annual edition . . . re- 
flecting the suggestions of users of the 1952 
edition ... is now on your desk—a starred 
sectiori of the May 10, 1953 Survey of Buying 
Power. Why not look at it now . . . critically. 
Read the introduction starting on page 49 


- note the exacting procedure for arriving 


TO INDUSTRY 


at the many thousands of estimates involved. 


In the May 10, 1953 


Study the tables for the industries in which 
you’re interested—by themselves or in con- 
junction with the quota data you are now us- 
ing. We sincerely believe the Industrial Survey 
well help many additional companies do a 
better job of bringing their true potentials 


into full focus . . . help them sell MORE! 


For the 100 leading counties in each of 
these industries the INDUSTRIAL SUR- 
VEY OF BUYING POWER publishes (1) 
Value Added by Manufacture in 1952; (2) 
No. of Employes (1952); (3) No. of Plants 
(1947). 


Food, Kindred Products Leather and Leather 

Tobacco Products Products 

Textile Mill Products Stone, Clay and Glass 
Products 


Apparel Products Primary Metals 


Lumber ond Products Fabricated Metal 
Furniture and Fixtures Products 
Paper and Allied Products Machinery 
Printing and Publishing Electrical Machinery 


Chemicals and Allied Transportation 
Products Equipment 


Petroleum and Coal Instruments and Related 
Products Products 


Rubber Products Total Manufacture 


SURVEY OF BUYING POWER 


386 Fourth Avenue, New York 16, N. Y. 
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A CHECK LIST OF 


. .. 


RETAILING Principles and Methods, Third Edition 
By Delbert J. Duncan, University of California, and Charles F. Phillips, Bates College 
The most popular text ever published for the first course in retailing, this important 


book gives thorough coverage to both small and large store operations. Now for 
the first time there is an accompanying Teacher’s Manual. 


RETAIL MANAGEMENT PROBLEMS 
By C. H. McGregor, University of North Carolina 
This new book provides case and problem material on smaller-scale retail estab- 
lishments. This casebook and the Duncan and Phillips text are ideally suited for 
use in combination in a first course and together provide the best coverage of small 
store problems now available. The casebook may also be used for the one-term 
problems course following the principles course. 


MARKETING Principles and Methods, Revised Edition 
By Charles F. Phillips, Bates College, and Delbert J. Duncan, University of California 
A widely-used standard text for the introductory course in marketing, this book is 
completely up to date. Especially well liked are its consumer approach to the 


subject and its strong treatment of pricing. A complete Teacher’s Manual is avail- 
able to adopters of this text. 


SALESMANSHIP Principles and Methods 
By Carlton A. Pederson, Stanford University, and Milburn D. Wright, San Jose State College 
This text has won rapid acceptance and wide adoption as one of the leading texts 


in the field. Well liked are its minimization of high-pressure selling and its emphasis 
upon professional standards of salesmanship. 


SALES MANAGEMENT Policies and Procedures 
By D. M. Phelps, University of Michigan 
Here is a comprehensive and well-integrated textbook for courses in sales manage- 
ment, advanced marketing, and marketing management. It deals realistically with 
the management problems which must be solved by sales executives. 


MARKETING BY MANUFACTURERS, Revised Edition 
Edited by Charles F. Phillips, Bates College 
This widely used book fills a recognized need for factual material and analysis in 
the field of industrial marketing. It is entirely up to date and includes a wealth of 
material which will give the student a better understanding of problems in the 
marketing of manufactured goods. 
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PROCUREMENT Principles and Cases, Revised Edition 
By Howard T. Lewis, Harvard University 
Since 1948 this has been the standard textbook for undergraduate courses in 
procurement. Now completely up to date, it presents a well-balanced combination 
of text and case material representing the best modern principles and practices 
in procurement. 


CONSUMER ECONOMICS 
By Pearce C. Kelley, University of Oklahoma 
This is an up-to-date new text for courses in consumer economics. Written from 
the marketing viewpoint it endeavors to examine our economy in terms of consumer 
interests. No prerequisites are needed for an understanding of this book. 


ADVERTISING Theory and Practice, Fourth Edition 
By C. H. Sandage, University of Illinois 
Like previous editions, this new edition gives students a bird’s-eye view of the field 
of advertising without overemphasizing any one phase. It is a book on advertising 
not just advertisements. It is a why as well as a how book. 


PUBLIC RELATIONS Principles and Problems 
By Bertrand R. Canfield, Babson Institute 
The objective of this new book is to present the principles and practices used in 
industry, commerce, and social and political organizations to effectively build good 
public relations. Every phase of public relations is covered in the book. 


ADVERTISING Text and Cases 
By Neil H. Borden, Harvard University 
This book presents a combination of text and case material designed for the 
second course in advertising. Through the use of this book students will gain the 
constructive imagination and realistic understanding of advertising indispensable to 
good management. 


WRITING FOR BUSINESS 
Edited by C. W. Wilkinson, Michigan State College, J. H. Menning, University of Alabama, and 
C. R. Anderson, University of IIlinois 
This interesting and informative book brings together in a single volume the best 
articles written in recent years on the theory and practice of business letter writing. 
The articles contained in the book were written by men who know business letter 
writing best. 


RICHARD D. IRWIN, INC. 
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ELEMENTS OF MARKETING, 5th Edition 
by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, University of Illinois 


This new edition of a classic marketing text is completely up-to-date . . . is 
even more down-to-earth and more useful. Seven entirely new chapters are pro- 
vided . . . 17 chapters are rewritten from start to finish . . . the rest are care- 
fully revised. 


968 pages 6x9 * May 1952 


MARKETING RESEARCH 
by DAVID LUCK, Michigan State College, and HUGH WALES, University of Illinois 


This new text features recent developments and techniques of modern mar- 
keting research, and shows the student how to apply these techniques to 
Product Development, Market Potential, and Advertising. All illustrative cases 
and examples are recent, and give the student the “why” as well as the “how” 
of marketing research. 


480 pages March 1952 
READINGS IN MARKETING (NEW!) 


by J. H. WESTING, University of Wisconsin 
This is a compilation, by Professor Westing, of 53 timely articles written by 
some of the nation’s leading spokesmen on marketing. Practically all aspects 7 
and points of view are represented in this stimulating and provocative text. All | 


of the readings are accompanied by explanatory material to stimulate student 
discussion. 


SUCCESSFUL SALESMANSHIP, Third Edition 
by PAUL W. IVEY. Revised by WALTER HORVATH 


This up-to-date revision of the most successful salesmanship text continues to 
emphasize the practical application of tested, basic, selling principles. In the 
revision, chapter sequence has been rearranged to put earlier emphasis on 
actual field experience and to integrate chapters around more consistent and 
teachable progression of ideas. Much new material has been added to the treat- 
ment of buying motives, closing, and personality to bring them up to date with 
current thinking. 


480 pages + 554” x 83%” + February 1953 


For approval copies unite 


PRENTICE-HALL, Inc. 70 FIFTH AVENUE, NEW YORK 11,N.Y. 
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ACCOUNTING 
REPORTS 


MARKET 
ANALYSES 


SALES 
REPORTS 


PERSONNEL 
STUDIES 


QUESTIONNAIRE 
ANALYSES 


You can depend on IBM Service Bureaus 
for fast and accurate results when you need 
experienced help on any kind of accounting 
and statistical reports. Offices in principal 590 Madison Avenue, New York 22, N. Y. 
cities throughout the United States. 
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INTERNATIONAL BUSINESS MACHINES 


IBM SERVICE BUREAUS \ 


NEW YORK’S 
MOST DIVERSIFIED 
RESEARCH TABULATING 
SERVICE BUREAU 


Offers You 


© Questionnaire Layout e Statistical Typing 
and Design 
: e Editing e Hand Tabulation 
e Comptometry 
e I. B. M. Key Punching 
and Verifying e Calculating 
(Numeric & Alphabetic) 
e I. B. M. Machine e Machine Tabulating 
Tabulating Systems 


(C. C. sorters, alphabetic and numeric tabulators; 
reproducers; interpreters; statistical sorters; 


collators; calculating punches, etc.) 


Barnard, Inc. 
432 Fourth Avenue - N.Y.C.16 * MUrray Hill 9-6250 


Please mention the JOURNAL OF MARKETING in writing advertisers 


. 
jeu 
4 
ha 
| 
j 
4 
> 
| 


INCREASE YOUR SELLING POWER 


WITH THESE SIMPLE 
EASY-TO-FOLLOW RULES 


The sure steps to a signed-and-sealed order 
are given in the new book 


SALESMANSHIP 


by Richard Loring Small 


In this book a long-time regional Sales Manager for the Con- 
tinental Baking Corporation gives the essential basic rules, 
the techniques, and the specific practices that Work in sell- 
ing—no matter what your product. 


Here is a salesman’s book in the down-to-earth terms most 
helpful to salesmen. Mr. Small has found—and demonstrates 
here—that anyone can become a good salesman. He gives the 
essential basic steps in any sale, the particular techniques that 
have proved successful in each of these steps, and specific 
methods of developing skill in these techniques. He thus pro- 
vides a clear, practical yardstick that the salesman will find 
valuable both in planning and in actually proceeding with his 
day’s work, as well as a multitude of examples showing how 
to approach a new or an old customer, present a product or 
service, and clinch a sale. 


The author also shows how the many activities of merchan- 
dising, sales promotion, and advertising can best be coordi- 
nated with the work of the individual salesman to get RE- 
SULTS in the total sales effort. Basic, comprehensive, and at 
the same time specific and detailed, this book is an authori- 
tative guide to success in selling. — 


Have you ever had an order 
that seemed to be in the bag 
but somehow slipped out? 


Was your last order as big 
as it could have been? 


Did your competitor get tc 
a prospect who wouldn’t see 
you? 


When you must sell to a 
group which man do you see 
first? 


Would change of pace have 
made one of your tough 
calls more productive? 


For the techniques that get 
the orders, read this highly 
practical, how-to-do-it book. 


Here are 554 pases packed with the most helpful kind of ideas, 


examples, an 


sales guidance. The price is $5.75. We'll be glad 


to send you a copy on 10 days’ approval. Or, if you’re giving 


a course in Salesmanship, write to our Colle 


Department for 


an examination copy of our'special, textbook edition of this book. 


The Macmillan 


60 FIFTH AVENUE, NEW YORK 11, N. Y. 
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for the executive whose business is questionnaires 


YES NO 


Are you renting tabulating equipment for 
which you have only part-time use? 


Do you find it frustrating to constantly 
hire and train clerical and tabulating 
help? 


Do you have “peak-loads" of tabulating 
in your department? 


Are you really satisfied with your costs 
of coding, editing, punching, table prep- 
aration? 


Do your clerical people always complete 
the work you need when you need it? 


Do your overtime costs for clerical help 
run abnormally high? 


If you answered “YES” .. . 


. . . to one or more of the above ques- CALL: 
—_ the answer is Recording & Statis- Recording & Statistical 
ical. 
orporation 
We have a full understanding of the 100 SIXTH AVENUE 
nature of your problems for we are spe- New York 13, N. Y. 
cialists in research tabulations. We have Worth 6-2700 
the machines. We have the people. We a 
have the experience. — 
We will interpret your requirements —————, se 
quickly and economically—just as we 
constantly do for so many other firms. Bldg. Montreal, Que. 
Detroit 26, Mich. Plateau 3831 
Furthermore, we most likely can turn Woodward 3-3940 
out your work at savings that will surprise ! 71 Sumach Street 
you. 
mpire 3- 
Why not call now? 
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SAMPLING TECHNIQUES 


By G. Cocuran, Professor of 
Biostatistics, School of Hygiene and Public 
Health, The Johns Hopkins University. The 
purpose of this book, by the current pres- 
ident of the American Statistical Associa- 
tion, is to present sampling theory as it has 
been developed for use in modern sample 
surveys. Here is a systematic account of the 
techniques which have proved their value in 
this field. The exposition of theory is clear 
and concise and is accompanied by illustra- 
tions from survey data and by numerous 
exercises. Each new topic is presented in a 
single chapter, thus enabling the reader to 


By A. CHARNES, W. W. Cooper, and 
A. HENDERSON, all at the Carnegie Insti- 
tute of Technology. This book makes clear 
the methods of linear programming, de- 
signed to aid in planning business activity 
where there are many interacting consider- 


ECONOMETRICS 


By GERHARD TINTNER, lowa State Col- 
lege. A systematic, detailed study of econ- 
ometrics. This work shows how, through 
econometrics, modern statistical methods are 
being applied to economic data with in- 
creasing frequency. The author stresses the 
difficulties and current limitations of these 
methods, using examples to clarify each 


By the late WARREN C. WAITE, and 
Harry C. TRELOGAN, U.S. Department of 
Agriculture. The purpose of this book is to 
cast light on how prices vary and when and 
under what circumstances they change. The 
authors deal with relationships that might 
be expected under static or equilibrium con- 
ditions only when necessary to help readers 


gtasp each idea completely before moving 
on to a new one. 

Emphasis is on principles rather than de- 
tails. Because of this emphasis the book 
will be useful in providing the essential 
background of foundation theory in the ap- 
plication of sampling methods in any field. 
Sampling Techniques is up-to-date, covering 
the most recently developed techniques in 
a field in which rapid advancement is being 
made. One of the Wiley Publications in 
Statistics, Walter A. Shewhart, Editor. 1953. 
330 pages. $6.50. 


An Introduction to LINEAR PROGRAMMING 


ations, and in analyzing economic problems. 
The computing methods involved are fully 
explained and theoretical developments are 
offered to assist in the adaptation of the 
methods to a wide range of problems. 1953. 
74 pages. $2.50. 


point as he discusses it. “Dr. Tintner’s work 
should rouse the economic research worker 
to utilize the statistical methods of economet- 
rics, and should stimulate the mathemati- 
cal research worker in his assault upon the 
unsolved statistical problems.” Scientific 
Monthly. 1952. 370 pages. $5.75. 


AGRICULTURAL MARKET PRICES Second Edition 


understand the problems involved. “. . . a 
consistent and realistic analysis of actual 
price formation in the farm economy .. . 
an excellent work . . . in keeping with the 
high level performance over many years by 
its late senior author.”—Journal of Market- 
ing. 1951. 440 pages. $5.75. 


Send now for on-approval copies 


JOHN WILEY & SONS, Inc., 440 Fourth Avenue, New York 16, N. Y. 
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Recent Books from RONALD 


Price Practices and Price Policies 
Jules Backman, New York University 


JUST PUBLISHED—this book of selected writings makes available 
the broad range of information important to businessmen in pricing 
their products, and to students in understanding the problems of price 
making. It organizes for the first time—in a single ete-te various 

[ price techniques and policies used in industry, agriculture, public 
utilities, insurance, and the professions. Incorporating contributions by 
top economists and other authorities, the book emphasizes the economic 
characteristics of industries and products in the determination of prices; 
fully examines governmental regulation of business and prices, guaran- 
ties against cost and price changes. 590 pages. 


Frey's ADVERTISING RETAILING 
Albert Wesley Frey, Principles and Practices 

Dartmouth College 
Completely up-to-date Second Edition Paul L. Brow nand William R. Davidson 
orients students in basic advertising —both of Obio State University 
problems and the methods of their solu- Fully covers the essentials of merchan- 
tion. Stressing the socio-economic impact dising and store operation as evolved 
of advertising, the book fully explains from the practices of progressive and 
organization for advertising, measuring successful merchants. Places consider- 
the market, consumer motivation, pack- able emphasis on the problems of the 
aging and branding, advertisement plan- small or medium-sized store without neg- 
ning, copy testing, media selection, use lecting large-scale operations. Analyti- 
of television as a major medium, etc. In- cal discussion is used throughout, with 
cludes questions and problems, scores of major attention given to the fundamental 
saniiet illustrations, specimen adver- factors needed for sound planning. 51 
tisements. Bibliography, 756 pages. 100- ills., 29 tables, 726 pages. Instructor's 
page Instructor's Manual. $6.50 Manual. 


COOPERATIVE ADVERTISING—The Way To Make It Pay 


Mosher Story Hutchins EXAMINES virtually every type of cooperative advertising to 
Cooperative Advertising show how it can bring greater profits to manufacturers, dealers. 


i} Valuable information on choosing media, timing and coordinat- 

ing promotions, dealer's follow-through, etc. 73 ills. $6 
SELLING FORCES 

Donald M. Hobart and COMPACT, highly readable guide to advertising and selling. 

J. P. Wood; both of Covers the various types of markets; methods of reaching them; 

The Curtis Publishing national and local selling; etc. Case examples from successful 

Company manufacturers, distributors. 300 pp. $5 


DISTRIBUTION COSTS—2nd Edition 


J. Brooks Heckert and | UP-TO-DATE presentation of the best theory and modern prac- 
Robert B. Miner—O+hio tice of distribution cost analysis, supervision, and control. De- 
State University scribes techniques, procedures successfully used by manufacturing, 
wholesaling, retailing companies. 87 ills., 390 pp. $6.50 


A HISTORY OF ECONOMIC THOUGHT 


John Fred Bell NEW—well-organized textbook traces the development of eco- 
University of nomic thought from antiquity to the present. Analyzes and evalu- 
Illinois ates the principle doctrines, discusses their influence on national 
policies. Bibliographies, 696 pp. $6.50 


THE RONALD PRESS COMPANY e 15 East 26th St. « NEW YORK 10 
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ON THE NECESSITY TO PRESENT CONSUMER 
PREFERENCES AS PREDICTIONS 


ALFRED POLITZ and W. EDWARDS DEMING 


y marketing research is to perform a 

useful function, it must be put finally 
in the form of predictions for the use of 
management. The form of the prediction 
may be, for example, the likely increases 
or decreases in sales that would result un- 
der certain circumstances from this or 
that change in quality, style, package, 
color, or price, of a particular product, or 
from some particular method of adver- 
tising it. These predictions are to be used 
by management as aids in coming to a de- 
cision concerning the future quality, 
style, package, color, or price of an arti- 
cle, or the method of advertising it. 


Decisions Involve Risks 


A decision may turn out to be wrong 
and lead to losses. It can be wrong even 
when it is made with the aid of good mar- 
keting research in the form of predic- 
tions, although certainly a decision has a 
better chance of being the right one if it 
is made with the aid of good predictions. 
Otherwise, there would be little use for 
good predictions, and little use for good 
market research. 

Likewise, a prediction may be wrong, 
even when it is made with the aid of good 
data, although certainly a prediction has 
a better chance of being correct if it is 
made with the aid of good data. Other- 
wise, there would be little use for good 
data. 

Again, predictions involve risks, but 


the research man must nevertheless make 
them. It might seem smart to avoid the 
risk of prediction by confining research 
to the mere measurement of a present sit- 
uation. This viewpoint, however, is illu- 
sory; it does not solve the problem. Un- 
til the data of a marketing survey have 
been put into the form of predictions, 
they cannot contribute to the decisions 
that management must make. 

The principle that knowledge must 
have temporal spread is well known in 
the sciences. The aim here is to translate 
this principle into the language of mar- 
keting research, so that marketing re- 
search may be more effective for the use 
of management. 

Every decision entails the expectation 
of a specific result. Therefore, every de- 
cision, if it is rational, depends on a pre- 
diction. A decision assumes that action 
A will lead to result R. 


Form and Use of Prediction 


What makes marketing research useful 
is predictions of the casual type, related 
to circumstances that the management 
may face. Symbolically, the predictions 
must be of this character: 


Under condition C,, action A, will lead to 
result R,, and action A, will lead to result Rg. 
Under condition C,, action Ag will lead tore- 
sult Rg, and action A, will lead to result Ry. 


For example, a useful prediction may 
be in this form— 
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If your competitor retains his red package 
(condition C;) 

A. Change your package to green, and 
your sales will increase 20 per cent 
during the next two years. 

B. Retain your package yellow as it is, 
and your sales will continue to in- 
crease at about 5 per cent per year, 
about as they have increased in the 
past. 

C. Change your package to red, and your 
sales will definitely fall below the pro- 
jected normal by 10 per cent or more. 


If you know that your competitor will 
change to a green package (condition C2) 

D. Change your package to green, and 
your sales will decrease 20 per cent 
below the projected normal. 

E. Retain your package yellow as it is, 
and your sales will decrease about 5 
per cent. 

F. Change your package to red, and your 
sales will increase 10 per cent above 
the projected normal. 


If your competitor may change his package 
to yellow or green, and plays a game of prob- 
ability for maximum profit (condition C3) 
G. Change your package to green, and 
your expected sales will increase about 


10 per cent above the projected nor- 
mal. 


H. Retain your package yellow as it is, 
and your sales will continue to in- 


crease at about 5 per cent per year, as 
in the past. 


I. Change your package to red, and your 
expected sales will increase about 5 
per cent above the projected normal. 


With such information at hand, the 
manufacturer is in position to make a 
rational decision—a decision based on 
reason. It is not the business of marketing 
research to tell the manufacturer what to 
do. The manufacturer’s decision, in spite 
of the promised increase to result from a 
green package, even if he knows that his 
competitor will retain the red package 
(condition C,), may be to continue to use 


the same yellow package. Why? Because 
the manufacturer is in possession of more 
information than the predictions that 
were furnished to him by the marketing 
research man. He has the predictions, in- 
deed, but he has also the knowledge that 
the green color is difficult to purchase, 
and the supply uncertain; or, perhaps, 
that the particular green that he wants 
is controlled by a patent, which is li- 
censed to his competitor. 

On the other hand, if the prediction 
had been a 50 per cent increase as the re- 
sult of a green package under condition 
C;, the manufacturer’s decision might 
have been to change to green, as the pros- 
pects would perhaps warrant the extra 
trouble and expense of acquiring enough 
green color to supply his needs. 

Had the marketing research man 
merely advised the manufacturer to 
change tothe green package, there would 
have been more than a clash of responsi- 
bility; the manufacturer could not have 
made use of the result of the research; or 
in an attempt to use it, might well have 
made a disastrous decision. 


The Design of the Survey 


The survey, to be useful, must be laid 
out IN ADVANCE so that it will provide 
information on which to base predictions 
of the kind that management will need. 
If the design fails to provide answers un- 
der the various possible conditions that 
may face management, and to provide the 
range of validity of these answers, the re- 
search may well turn out to be of no use 
to the management, or even a hazard. 

Design must come before, not after. 
The first step in the design of a marketing 
survey is to think of the main relevant 
causes of sales and drops in sales, and the 
likely conditions to be faced. The second 
step is to design the survey so that it will 
measure the effects of several possible ac- 
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tions, under the conditions already spec- 
ified. 

The questionnaire must elicit this in- 
formation, and do so in a form that will 
indicate which actions (decisions of man- 
agement) may be important, and which 
actions may not. be important. 

The sample-design must be one that 
will produce this information with 
known reliability; sufficient for the needs 
of management; and it must do so with 
speed and economy. 

The first step, the discovery IN AD- 
VANCE of the relevant causes and condi- 
tions, is the foundation of thesurvey. The 
research man must dig into the problems 
of the management, to be in position to 
know what are the relevant causes and the 
conditions that will face the management 
next quarter. The survey cannct discover 
the effects of causes not put into the de- 
sign, although it may of course show that 
some causes, suspected initially as rele- 
vant, are really not very important. 

The survey on the effect of the color of 
the package on sales, for example, would 
not have elicited information on the dif- 
ferential effects of the different colors had 
not color been built into the design. 
Neither would it have elicited this infor- 
mation under the several possible moves 
of his competitor, had not these moves 
been built into the design. Without 
proper planning, this particular survey 
might only have measured, albeit very 
efficiently and very exactly, the present 
sales of the yellow package by age-groups, 
area, and income—interesting informa- 
tion, and useful as far as it goes, but lack- 
ing something far more important, viz., 
the prediction that under condition C,, 
a green package would, by itself, increase 
the future sales; that under condition C, 
and C3, the predictions are different. 

Without the initial discovery of the 
relevant causes and conditions, it matters 


not how skillfully the questionnaire is 
drawn up, nor how efficient the sample 
may be, nor how much care is taken in re- 
cruiting field workers, training them, 
and supervising them; the survey will 
still not be maximally useful, as it will 
fail to make the really important predic- 
tions that management needs. 

On the other hand, if a survey starts 
with recognition of the relevant causes 
and conditions, and thus attempts to 
solve the right problem, it has some 
chance of being useful, even with poor 
and unapproved techniques of question- 
ing and sampling. It is important to use 
the best techniques, but they cannot 
overcome the handicap of a bad concept. 

This kind of planning for the aid of 
management may be called merely good 
marketing research, or merely good statis- 
tical research, or it may go by the name 
of operational research, or some other 
name. In any case, the aim is the maxi- 
mum aid to management, with the aid of 
modern statistical tools. © 


Relevant Causes 


Marketing research must study rele- 
vant causes, not merely causes. The total 
number of causes of why people purchase 
one thing rather than another is almost 
always practically unlimited. The func- 
tion of marketing research is not to find 
merely causes of people’s behavior, nor to 
measure the effects of just any cause, but 
to discover the relevant causes, and to 
predict what effects on sales will result 
from various possible actions (decisions) 
under certain conditions. 

If we deal long enough with any partic- 
ular action, we shall find more and more 
causes behind it, and we shall find the 
causes of the causes. The results are in- 
teresting; they may even furnish intellec- 
tual entertainment, but this does not nec- 
essarily mean that we are analyzing, un- 
derstanding, and predicting in a way that 
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is useful for the management of the par- 
ticular company that has hired us. There 
is nothing wrong in the discovery that 
some of the causes for the growth of plants 
lie in the chemistry of the soil, which was 
placed there ages ago, which acts under 
the influence of the sun’s heat, and that 
the heat of the sun is the result of certain 
nuclear changes. It looks impressive to 
trace the yield of a corn field back to the 
carbon cycle of the sun, but the immedi- 
ate problem of the farmer is not to dis- 
cover the infinite chain of causes. Rather 
the problem for him is to discover the dif- 
ferential effects on yield and marketabil- 
ity that arise from varying the very few 
causes that are relevant to his problem— 
for example, decisions that he must make 
now on the variety of wheat, cotton, fruit, 
or wool that he will put on the market in 
the future; the choice and method of fer- 
tilization, in consideration of the gains, 
losses, and competition that he may ex- 
pect from other products and from the 
more extensive use of farm machinery. 
The effects of all these causes will vary 
with the conditions that he may face, 
such as over- or under-production of cer- 
tain varieties, and shifts in the con- 
sumer’s preferences. He must try to out- 
guess all these causes, under all the possi- 
ble conditions that he may face. The 
chemistry of the sun and of fertilizers and 
of the rare elements of the soil and of the 
atmosphere are still as important as ever, 
or more so, but they are important more 
directly to the manufacturer of fertilizer 
and of farm machinery; they are not the 
relevant causes that the farmer must 
make decisions on. 

When we predict that action A will 
give result R, we can only speak of rele- 
vant causes, the causes that management 
may take action on. If people buy more 
windows at a certain time because a hur- 
ricane has devastated the area, then peo- 


ple have a good reason for buying win- 
dows, but the reason is an uncontrollable 
cause; it is not the result of advertising to 
“buy more glass.” 

However, although the cause of the 
need for more glass is a hurricane, and 
even though this is an uncontrollable 
cause, the sales that a particular manu- 
facturer makes may depend largely upon 
the inventory of glass that he keeps on 
hand in that area for just such contin- 
gencies. They will also depend on his 
competitor’s inventory as well. A good 
inventory at the crucial moment means 
sales, and no inventory means loss of sales 
if his competitor was prepared. Hence 
if in a particular area hurricanes have an 
expected frequency not negligible, then 
the inventory is a controllable cause of 
sales, although the hurricane itself is un- 
controllaole. 

The manufacturer, in coming to a de- 
cision on his inventory of glass in the area 
that is afflicted with hurricanes, must 
weigh the various risks, and balance them. 
He must weigh the cost of maintaining 
an inventory when no hurricane arrives, 
against the losses of being caught short if 
it does. Moreover, he must decide whether 
to have three blueprints ready, one in 
case his competitor decides to maintain 
an inventory, another in case he does not, 
and a third to maximize his profit in case 
his competitor decides to maximize his 
profit also by playing a game against the 
first man on the basis of probability, or 
one single plan that will be best no mat- 
ter what his competitor does. 

A part of the job of marketing research 
is therefore to study the frequency of hur- 
ricanes in the area, and to advise the man- 
agement on the total amount of glass that 
would be required to meet the demand so 
created. 

The actual decision on what to do is 
the responsibility of the management, 
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not of the research man. The manage- 
ment supposedly possesses not only the 
results of the research, but certain other 
information as well, such as the costs of 
inventories, the costs of machinery, de- 
lays in delivery, and some inkling of his 
competitor’s plans. 


Standard Error 


The standard error of a sample-result 
is not the standard error of a prediction 
based on this result. We have spoken of 
predictions, and of the need for data on 
which to base predictions. Actually, in 
most problems prediction is unfortu- 
nately not a simple matter. A prediction 
must often be based on several kinds of 
knowledge, some of which is not so pre- 
cise as the data from a good survey. Good 
data are helpful, but they cannot guaran- 
tee a good prediction except when the 
forces are all under control, and they 
never are. 

Through the use of the theory of sam- 
pling, we may design a sample that will 
discover with a standard error of (e.g.) 2 
per cent what would have been the result 
of asking every person in some region, by 
use of the same procedures and care as 
were exercised on the sample, how many 
families in the region own the homes that 
they are living in, how many homes have 
mortgages, how many people bought this 
or that product last week, how much 
wheat: they raised last year on their farms, 
how many acres were in wheat, and how 


many families intend to purchase certain 
items of household equipment next year. 
However, a small sampling error in the 
data cannot guarantee a correct predic- 
tion of how many families will own their 
homes five years hence, what they will 
spend for various items of food, clothing, 
or furnishings for the home, nor how 
much wheat they will raise next year. Un- 
fortunately, there is no way to calculate 
the standard error of these predictions. 

A small sampling error is no guarantee 
that the figures obtained in a survey will 
be useful: they may be accurate figures 
on the wrong questions, and not useful 
for the predictions that the management 
will need when they must make certain 
decisions next month. 

The production of figures is really very 
simple. Anybody can produce figures. To 
produce figures of known accuracy is an- 
other story; and figures useful for good 
research is something again. 

Research is finished when the intérpre- 
tive predictions are finished, ready for 
the use of management. Research is not 
finished when it is left in the form of mere 
figures or charts, to show what happened. 
Research must show what will happen if 
a decision goes this way, and what will 
happen if it goes the other way, and what 
predictions will hold if the underlying 
conditions turn out to be this or that. 
Moreover, the research must deal with 
the relevant causes, because these are what 
the management can work with. 
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PRELISTING IN MARKET OR MEDIA SURVEYS 


WILLARD R. SIMMONS 
W. R. Simmons & Associates Research, Inc. 


¢ is generally agreed that the increas- 
ing use of probability-type samples 
has improved the reliability of many sur- 
veys over those using quota samples in 
which interviewers are allowed to select 
respondents. The ultimate objective of 
probability sampling, however, is to pro- 
duce results whose reliability can be com- 
puted mathematically and interpreted 
strictly according to probability theory. 
Although many advances have been 
made, there remains room for improving 
probability-type sampling as practiced in 
market and media research. Prelisting af- 
fords a means of making a further im- 
provement. 


PRELISTING DEFINED 


A prelisted sample of households is one 
in which a field worker makes a complete 
list of all households in each final sample 
area prior to any interviewing. The sam- 
pler selects households from the prelist- 
ing sheets with known probability and 
the interviewer is assigned specific house- 
hold addresses for interviewing. In some 
instances other lists may be available to 
serve this purpose and it is possible for an 
interviewer to make a listing and to se- 
lect households from the list for inter- 
viewing simultaneously. Prelisting is used 
instead of listing to emphasize that the 
listing precedes selections of households 
which are made from the list itself. . 

This discussion is primarily concerned 
with prelisting, although in some respects 
a listing may provide a satisfactory alter- 
native. While it will usually be clear from 
the context, this distinction will not be 
explicitly stated in every instance. Al- 
though prelisting and listing have been 
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successfully used by the Census Bureau, 
it has been used very rarely in market or 
media research.’ For instance, no pub- 
lished newspaper study and only one pub- 
lished magazine audience study, the 1952 
Crowell-Collier study, was based on a 
prelisted or a listed sample.” 

Prelisting relates to area sampling. 
Where respondent location can be ig- 
nored, other more efficient sample de- 
signs are available.* Despite its complex- 
ities, area probability sampling essen- 
tially involves two steps: 


(1) Selecting areas with known probabil- 
ity.4 

(2) Selecting households and individuals 
from these areas with known proba- 
bility.5 


In order to include more areas in a 
sample of a given size, it is customary to 
select a sub-sample of households and in- 


* Sampling Staff, Bureau of the Census, A Chapter 
in Population Sampling (Washington: U. S. Gov- 
ernment Printing Office, 1947), p. 6, “As a matter of 
fact, all sampling from a finite population requires 
a complete listing in one form or another if totals or 
averages are to be established.” 

* National Magazine Readership Survey (New 
York: The Crowell-Collier Publishing Company, 
1952). 

* W. Edwards Deming and Willard Simmons, “On 
the Design of a Sample for Dealers’ Inventories,” 
Journal of the American Statistical Association, 
Vol. 41, March, 1949, pp. 16-33. This article de- 
scribes a sample in which no clustering was neces- 
sary, i.e., a stratified random sample. 

‘For this discussion, the steps leading to the 
selecting of sample areas or clusters are not pert- 
tinent.. When properly performed, the specific 
chance of selecting each area must be known. 

® This discussion is confined to the selection of 
households, although prelisting applies also to an 
area sample of individuals who are identified as 
members of selected households. An additional pro- 
cedure is often needed to select specific individuals. 
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dividuals within a given area. This is the 
plan to which prelisting applies. Obvi- 
ously, in the few instances where all 
households in a sample area can be in- 
cluded, there is no problem of selecting 
within the area. 

It is a long and difficult step from a 
probability sample “on paper” to the se- 
lection of final respondents with known 
probability in the field.* There are many 
serious slips between random number 
tables and completed interviews: so many 
in fact that it is often questionable 
whether a survey produces results of 
known sampling reliability unless the 
households are listed as a means of iden- 
tifying and selecting them. 

It is the purpose of this paper to show 
why the prelisting technique will result 
in substantially less deviation from the 
laws of probability which form the basis 
of true reliability. It is also intended to 
show from actual experience that the ini- 
tial investment in prelisting need not re- 
sult in increased cost to the buyers of in- 
dividual surveys. 


Wuy PRELISTING CONTRIBUTES TO 
RELIABILITY 


There are three requirements for se- 
lecting households within a sample area 


* For this discussion an area probability sample of 
households is defined as one in which all households 
in the population are given some chance to be in- 
cluded and the exact chance of selecting each final 
sample household is known. Such a sample is capa- 
ble of producing unbiased estimates of totals for any 
measurable characteristic with calculable standard 
errors. Thus it will provide an unbiased estimate 
of the total number of households in the popula- 
tion itself. 

An unbiased estimate is, by definition, one for 
which the average of all possible equally likely 
sample estimates which could be produced by a 
given sample plan is the quantity being estimated. 
Mathematically, an unbiased estimate is one whose 
expected value is the quantity being estimated, 
where expected value is defined as the sum of 
the products of all possible estimates multiplied 


which: are essential for a sample of known 
probability. Failure to meet every one of 
these three requirements can result in 
serious error in the survey results: 


1) The correct number of sample house- 
holds (or weight) must be determined 
according to the number of households 
each sample area contains. 

2) The interviewer must find and iden- 
tify households selected by procedures 
which allow no interviewer judgment 
in deciding which ones are included. 

3) The selection procedure must assure 
that every household in the final sam- 
ple area is given a positive known 
chance to be included. 


These three requirements are interde- 
pendent since a solution of the third 
problem implies that the other two are 
also solved. On the other hand, the first 
problem or the second problem may be 
solved without solving the other two. 
Sometimes both the first and second prob- 
lems are solved without solving the third. 
An accurate prelisting provides a means 
of meeting all three requirements with 
excellent administrative control. It is pos- 
sible that a listing with careful proce- 
dures for selecting households as the list 
is compiled may fairly well meet the re- 
quirements with some reservations as dis- 
cussed below. Without any listing of 
households, it is doubtful that in practice 
any of these three requirements can be 
met.? Each of these points will be dis- 
cussed in turn. 


by their respective probabilities of occurrence; i.e., 
EX, = =P,X, — X in which X; is an estimate of X, 
P, is the probability of obtaining the i‘ estimate and 
the summation extends over all possible sample es- 
timates that might be obtained by a given sampling 
plan. 

* Morris H. Hansen and William N. Hurwitz: “De- 
pendable Samples for Market Surveys,” THE JOURNAL 
OF MARKETING, October, 1949, p. 365. This paper 
refers to the “need for designating the sample blocks 
and for listing all of the households in these blocks, 
From these lists the sample required is drawn.” 
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1) WITH PRELISTING THE SAMPLER 
Knows How Many INTERVIEWS To 
ASSIGN 


Determination of the number of inter- 
views to make in each sample area is a 
matter of elementary arithmetic. Sup- 
pose, for example, we wanted to select a 
sample of 5,000 households out of the 
45,000,000 households in the country in 
such a way that each household may be 
given an equal chance to be included. 


Each must be given one chance in 9,000° 


to be included, because 45,000,000 di- 
vided by 5,000 equals 9,000. 

Since sample areas are to be selected 
with known probability, we can assume 
that one of them is given exactly one 
chance in 250)of falling into the sample. 
It follows that every household in this 
particular sample area should be given 
one chance in 36 to be in the sample. 


This is because (55 = 
If there are 720 households in the area, 
this means that twenty households must 
be included in the sample. If there are 
72, only two of them should be included. 
The number of interviews (or the cor- 
rect weight) must depend on the number 
of households the area contains. 

The correct number of interviews 
might be obtained from each area if the 
interviewers correctly counted the house- 
holds there and determined the number 
of households to be interviewed on the 
basis of their count, as in an “enumer- 
ated” sample. Such a plan might appear 


at first glance to offer an easy solution to - 


the problem of how many interviews 
should be made in the area. In practice, 
however, the defining and identifying of 
dwelling units is a task of such complex- 
ity that the Census Bureau has issued a 
manual of one hundred pages for the in- 
struction of its field workers undertaking 


a complete listing of households.® This 
manual affords evidence that a listing of 
dwelling units can be more safely en- 
trusted to persons visiting a sample area 
for this single purpose than to persons 
who must also conduct interviews. 
Where the interviewer makes no listing 
at all but attempts to keep a correct run- 
ning count in his head as he proceeds 
around the area selecting households and 
making interviews along the way, the 
accuracy of the result is subject to seri- 
ous question and cannot be easily veri- 
fied. Perhaps this is one reason why an 
enumerated sample has rarely been em- 
ployed in market and media research 
studies published to date. 

In contrast, where field workers first 
give their entire attention to the prob- 
lems of finding and describing each 
dwelling unit on the listing sheet, there 
is little chance of their losing count along 
the way. A subsequent check on their 
work can be provided when interviews 
are made in the area. Such a check will 
keep the prelisting up to date. Inter- 
viewers are instructed to add to the list 
any new homes immediately following 
an assigned household up to but not in- 
cluding the next one recorded on the list- 
ing sheet. In this way new homes can also 
be included in their proper proportion 
and dwelling units which have ceased to 
exist are automatically deleted. Each suc- 
cessive survey produces a significant num- 
ber of corrections, thus keeping pace with 
population changes. This amounts to a 
listing instead of a prelisting ofnew homes. 
The additional accuracy of prelisting 
over listing is reduced to the extent that 
the prelisting is inaccurate or obsolete. 


Effect on Audience F igures 
The recently completed Crowell-Col- 


§U. S. Department of Commerce, Bureau of the 
Census, How to List, Current Population Survey, 
P-2210 (Washington: September, 1950). 


PR 
lie 
we 
th 
Ai 
sh 
of 
lo 
bz 
10 
P 
$l 
b 
tl 
b 
4 
on 


PRELISTING IN MARKETING OR MEDIA SURVEYS 9 


READERS OF A SINGLE ISSUE IN THE FouR WEEKS FOLLOWING ITs PUBLICATION 


Weighted according Weighted according 
to prelisting to 1950 Census data Difference 
Collier’s 12,860,000 11,960,000 900,000 
Life 23,720,000 22,660,000 1,060,000 
Look 17,070,000 16,780,000 290,000 
Post 14,400,000 13,490,000 910,000 


lier study provides an example of how 
weighting each sample area according to 
the number of households prelisted can 
affect the findings of a nation-wide sur- 
vey. In the above table, magazine au- 

Aiience figures based on prelisting are 
shown in the first column. The other set 
of audience figures was obtained by al- 
lowing each sample area a relative weight 
based on 1950 Census data and project- 
ing to the same total population. 

The differences can hardly be ex- 
plained by any “random” fluctuations 
since both sets of figures are estimates of 
the same population characteristic based 
on identical respondents. The figures 
based on 1950 data are subject to the bias 
arising out of population changes since 
that time. This bias does not apply to 
the figures based on prelisting although 
both sets are subject to errors in listing. 

The differences, while substantial, are 
not nearly so large as they might have 
been. In this sample Census Enumera- 
tion Districts were used as sample areas 
so that 1950 data are available for each 
such area, which is a relatively new de- 
parture in sampling for market research. 
Other published media studies have used 
“probability-type” samples in which 
county, town, and village maps or aerial 
photographs have been used to define 
and select sample areas outside of the 
large cities. In such cases the effect of 
prelisting would tend to be much greater 
because only rough approximations of 
the number of households are thus avail- 
able. 


One Reason for Differences 


The above table indicates that the 
current number of households must be 
determined for reliability, even though 
1950 Census data are available. The 
mobility of the country’s population 
makes it necessary. The Census shows 
that about twenty per cent of the families 
move each year. In fact, over one-fifth of 
the sample areas in the Crowell-Collier 
study have shown an increase or decrease 
of more than thirty percent since the 
1950 Census was taken, as shown below. 


Percent change between Number of 
1950 and 1952* Clusters 

30% and over 63 
20 to 29% 28 
10 to 19% 40 

0 to 9% 131 

0 to —9% 122 
—10 to—19% 72 
—20 to—29% 45 
—30% and under 58 
Total 559 


* The overall increase of about four percentage 
points is largely explained by a relatively few areas 
which were found to contain large new housing 
developments. 


The sixty-three areas which have in- 
creased by more than thirty percent are 
like Levittown. They would have been 
under-represented by more than thirty 
percent if 1950 Census data had been ac- 
cepted. Fifty-eight of these areas would 
have been over-represented by more than 
thirty percent. Rapidly growing neigh- 
borhoods tend to differ in their character- 
istics from declining neighborhoods, 
and, as was shown above, in their reading 


Pig 


ING 
en- 
ons 
WS. 
‘un- 
eds 
and 
the 
eri- 
eri- 
an 
1 
rch 
irst 
‘ob- 
ach 3 
ere 
ong 
ews 
vill | 
ter- 
list 
ing 
in- 
‘ist- 
ilso 
ion 
| to 
uc- P 
1m- 
‘ith 
a 
1es. 
ing 
hat 
the 
vey, 


10 


THE JOURNAL OF MARKETING 


habits as well. For reliability all such 
areas must be represented in their proper 
proportion. This comparison of audi- 
ence figures does not reflect differences 
which would result from the methods of 
selecting and identifying sample house- 
holds, which are discussed below. 


2) WiTH PRELISTING INTERVIEWERS CAN 
FIND THE SELECTED HOUSEHOLDS 


Perhaps the most serious problem in 
sampling for practical survey operations 
is the final identification or selection of 
households and individuals to be inter- 
viewed.® An important feature of proba- 
bility-type samples is the generally ac- 
cepted belief that they take the choice of 
respondent out of the interviewer's 
hands. The procedures for counting and 
selecting households often employed in 
samples accepted as probability samples 
do severely narrow the limits of the inter- 
viewer’s discretionary judgment. To this 
extent they remove a serious source of 
bias arising out of the interviewer’s pref- 
erences, convenience, or caprice. 

On the other hand, the hypothesis of 
“selections with no interviewer judg- 
ment” requires close examination. With- 
out prelisting it requires not merely a 
complete count of all households, but 
that the interviewer count them in a 
rigidly specified order. 


Interviewers May Not Count House- 
holds in a Specified Order 


Rules for counting households in a 
specified order must inevitably be com- 
plex and may be subject to considerable 
interviewer interpretation. Sample areas 
differ so widely in physical layout that in- 
dividual instructions would be required 
for many areas. Even then it is question- 
able that accurate and applicable in- 

* Williams, Robert, “Probability Sampling in the 


Field: A Case History,” The Public Opinion Quar- 
terly, Summer, 1950. 


structions could be written unless the 
author had actually been to the area to 
discover what situations the interviewer 
will encounter. 

Everyone must have experienced dif- 
ficulty in following directions to the 
home of a friend. How much more diffi- 
cult would it have been if the person giv- 
ing the directions, himself, had never 
seen the home? Suppose further, that 
even if the friend’s home were found, 
there is no way to identify it as the right 
home. Could anyone be reasonably sure 
to find it? Without prelisting, this is the 
dilemma in which interviewers are 
placed for every home they are asked to 
Visit. 

There are households over households, 
behind households, households over 
stores and garages, camps with occupied 
trailers haphazardly parked, rooming 
houses, nurses’ homes, multiple dwelling 
units with no apartment numbers, apartt- 
ment buildings with several entrances, 
stairways, and elevators, tenant farm 
houses, shacks, lumber camps, and still 
other complicated situations to confuse 
the most conscientious and intelligent in- 
terviewer. 

The problem of identifying house- 
holds may be illustrated by reference to 
the map of Cluster 23-02 (Figure 1).’ 
The little squares represent households. 
They were put there by the field worker 
who prelisted the area. As an experiment, 
the reader is invited to try to draft simple 
directions for counting and identifying 
every tenth household beginning at any 
road intersection. If two persons are 
asked to follow these directions inde- 
pendently and to identify the selected 
households without referring to the num- 

” This map was drawn by a “prelister” for use in 
the Crowell-Collier study. Note that each structure 
has been numbered. Each dwelling unit is decribed 


in sufficient detail for positive identification on the 
prelisting sheets. 
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bers, a check on the results can be made. 
How much more difficult would it be to 
prepare instructions for an area where no 
dwelling units and some roads do not ap- 
pear on the map? The actual problem is 
further complicated because several 
families live in some of the buildings 
shown on the map. 

Unless two interviewers, working in- 
dependently, could follow such direc- 
tions in the field with no variation in the 
order of counting, it means in fact that 


the interviewer does have a choice as to 
which households to include. Although 
the choice is not so wide as in quota sam- 
ples, it may seriously affect the results of 
a survey. It may mean the difference be- 
tween the manor house and the garden- 
er’s house, the janitor’s apartment or the 
penthouse, the inviting house with the 
family on the porch, or the one posted 
“Beware of the Dog.” To the extent that 
probability type samples do not actually 
remove interviewer judgment or prefer- 
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ence, they fail to qualify as probability 
samples.1! 


3) WITH PRELISTING THE SAMPLER CAN 
SELECT HOUSEHOLDS WITH KNOWN 
PROBABILITY 


To select households from a sample 
area with known or equal probability is 
still another problem affecting the re- 
liability of surveys. Here again it is 
theoretically possible to give the inter- 
viewer “counting” instructions and have 
him select the households, as, for exam- 
ple, “Take every eighteenth household,” 
from a random start. This “theoretical” 
solution may well allow the interviewer 
leeway in selecting every household he 
visits, because of the counting problem 
discussed above. Perhaps this is why 
many researchers prefer the procedure of 
having the interviewer identify some 
“randomly determined” street corner or 
road intersection and take consecutive 
households from a ‘“‘random”’ start of— 
say—the third or fifth household. In se- 
lecting consecutive dwelling units, the 
interviewer's leeway is somewhat re- 
duced. 

There is no way, however, to select 
consecutive households with known 
probability without first knowing how 
many households are in the area. House- 
holds cannot be shuffled like a deck of 
cards unless they are prelisted and identi- 
fied on cards. This in effect is what pre- 

“Jean Manheimer and Herbert Hyman, “Inter- 
viewer Performance in Area Sampling,” Public 
Opinion Quarterly, Vol. 13, Number 1, Spring, 1949. 
This interesting article illustrates some of the 
biases in counting and listing with simultaneous 
selection. It shows in one test case that interviewers 
following counting and selection rules under-repre- 
sented the lower income and occupational groups. 
For instance, only 15% were interviewed in domes- 
tic and other service occupations, as compared with 
22% where the office staff determined specific re- 


spondents with no leeway to the interviewer in in- 
terpreting rules. 


listing accomplishes. For convenience 
some extra device such as a random num- 
ber table is used to select them with 
known probability.12 With prelisting 
each random number designates a spe- 
cific household. Without prelisting, the 
sampler cannot select households at all. 
He can only select abstract random num- 


bers. The interviewer must select the 
households. 


Selections by Chance Do Not Assure 
Equal or Known Probability 


Although many procedures are used to 
assure selections of households by chance, 
this still leaves the problem of knowing 
just what chance each household has to 
be included. To show the importance of 
equal or known probability to survey re- 
sults, consider the following example. 

Cluster 697 (see Fig. 2) consists of 
nine city blocks containing sixty house- 
holds as shown on the map. Each box 
representing a household contains a 
number. The average of these numbers 
for all sixty households is exactly five. 
Let us say that this is the number of 
magazine issues read by all members of 
each household last week. 

Suppose the sampler, without prelist- 
ing, wants to select consecutive house- 
holds in this cluster so that each house- 
hold is given exactly one chance in twelve 
to be included. Let us assume that he de- 
cides correctly that he should include 
five households (60 ~ 12) in the sample 
and not two or twenty. Let us also as- 
sume that the interviewer can follow his 


-directions. Even with these assumptions, 


how will he select five households with 
known probability since he does not 
know where the households are located? 

“For example, L. H. C. Tippett, “Random 
Sampling Numbers,” in a series, Tracts for Com- 


puters No. XV (London: Cambridge University 
Press, 1950). 
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There are many ways of going about 
it, but consider a “random” plan which 
is typical of those used in the absence of 
prelisting or listing. This plan consists of 
four randomly determined steps:— 


(1) One of the nine blocks (A to I) is se- 
lected at random. 

(2) One corner of the block is selected as a 
random starting point. 

(3) One of two directions, clockwise and 
counter-clockwise is randomly deter- 
mined. 

(4) A random number from one to—say— 
five is chosen as the first household to 
call on, so as to avoid starting always 
with a corner house. 


From the randomly determined start- 
ing household the interviewer will be 
instructed to continue around the chosen 
block and, if necessary, around the next 
block in alphabetical order, beginning at 


the corresponding corner and always pro- 
ceeding in the randomly determined di- 
rection until he calls at five households. 
The dwelling units in four family build- 
ings that are on the side from which the 
building is approached are counted from 
front to back followed by those on the 
opposite side from back to front. 

The essential question is: Does every 
one of the sixty households have an equal 
chance? If not, does it make any differ- 
ence? 

There are 360 possible and equally 
likely samples that could be selected by 
the specified procedure. This is the prod- 
uct of nine blocks times four corners 
times two directions times five random 
numbers.’* Therefore, for each house- 

1 By way of contrast, there are 5,461,512 different 
possible samples of five households that could have: 


been selected by unrestricted random sampling and’ 
each of them would have received an equal chance: 
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Distribution of all samples possible 

by “The Random Plan’ 

Number 

Sample ‘umber of 

12 5 

18 35 

24 5 

3.0 7 

36 7 

42 1 

43 7 

54 2 

6.0 5 

66 46 

72 68 

78 72 

a 400 

67 360 
Since there 360 

of Thus, 5 samples produce an 
average of 1.0, 1.2 or 1.4. Similarly, 

a 
360 is 67, 


SAMPLE AVERAGE 


Fic. 3 


hold to be given one chance in twelve, 
each household must be included in 
exactly thirty of the 360 samples. 
Consider household A in Cluster 697. 
It is in exactly 53 of the 360 samples, giv- 
ing it about one chance in seven to be 
included in a sample selected by this pro- 
cedure. Without giving tedious details, 
this can be verified by following the same 
procedure as the interviewer must fol- 
low, starting at each corner of blocks C, 


D, and E. On the other hand, household _ 


B is included in only ten of the 360 sam- 
ples, giving it exactly one chance in 36 to 
be selected. 


to be the sample chosen. The possible combina- 
tions of sixty households taken five at a time are: 
6o X 59 X 58 & 57 X 56 


= 5,461,512. 
1X 2X 8X 4X 5 


Household A has more than five times 
as much chance of falling as household B. 
The reason is that each corner has the 
same chance to become the starting point, 
whether the block contains many house- 
holds or few. Households in crowded 
blocks are given too little chance; those 
on sparsely populated blocks are given 
too much chance. In selecting consecu- 
tive households this bias cannot be 
avoided without knowing in advance of 
selection how many households are in the 
area. 

Now consider Figure 3, which shows 
the distribution of all 360 samples by the 
average number of magazine readers each 
sample produces. Although the true aver- 
age for all sixty households is exactly five, 
240 of the 360 samples will give an aver- 
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age of seven or more. The chances are 
two out of three of getting a sample aver- 
age more than forty percent too high. 
The average for all 360 samples is 6.7, 
showing, by definition, the sampling plan 


purely by chance (without the inter- 
viewer's decision or judgment) the 
chance in this case is not known and it is, 
in truth, an “unknown probability” sam- 
ple. 


is biased. This is because the households A similar bias is present even where ee 
on sparsely settled blocks have more the sample area consists of only one me 
magazine readers and also more chance block. If one street of the block contains 
to come into the sample. eighty homes and another contains 
This is a very common form of bias. twenty, with this plan each home on the 
For many characteristics large blocks dif- crowded street will receive, on the aver- 
fer from small ones found in the same age, about one-fourth the chance of selec- 
sample area. While the effect may be dif- tion as those on the sparsely populated 
ferent for almost every characteristic un- street. This is because each street is given 
der study, one point is clear; for re- an equal chance to be the street on which fai 
liability all households must be given a_ the interviewer starts. The selection of ge 
known or equal chance to be included in consecutive households to reduce the ex- . RG 
the sample. Even if selections are made _ tent of interviewer choice without first s 
of 
SAMPLES 


25,000: 
20000: 
15000- 
10000: 


5000: 


0 1 2. 9 
AVERAGE 
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62 7,639 
60 12,270 
58 17/600 
56 22.539 
54 25/889 
52 26.829 
50 25.365 
| 48 22,236 
; 46 18,666 
| i 
40 11051 
38 8,788 
B. 36 6.335 
34 4016 
32 2.230 
30 1,030 
2 * The of the estimates of all Bix an 
e- 248,852 samples is exactly five, the 
| population average. 
od 
se 
| 
u- 
of 
1e 
NS 


16 


THE JOURNAL OF MARKETING 


knowing how many homes are in the 
area creates special problems which could 
otherwise be avoided.* 

In contrast, consider the results of a 
sampling plan in which the probability 
of selecting each household is actually 
known. Figure 4 shows the distribution 
of the averages of all samples that might 
be selected from prelisting sheets by the 
following procedure. Simply divide the 
60 listed households into five groups of 
twelve consecutive households each and 
select one household at random from 
each group. There are 248,236 equally 
likely samples that may be obtained in 
this manner.?® About two-thirds of them 
will produce an average lying between 
4.4 and 4.6. The chances, therefore, are 
two out of three of coming within 0.6 of 
the true population average of 5. More 
than 80 percent of the samples will pro- 
duce an average lying between 4.0 and 
6.0. The average of all 248,236 samples 
is exactly 5.0, which, by definition, makes 
this sampling plan unbiased. 


An Axiom of Area Sampling with 
Known Probability 


Because the prelisting made possible 
the selection of households with known 
probability, the sample used in the 
Crowell-Collier study has provided, for 
the first time in a published media study, 
an independent sample estimate of the 
total number of households in the coun- 
try and for each region, accounting for a 
two million increase in households since 
the 1950 Census, as shown below. A sam- 

“It is worth noting that selection of consecutive 
households also tends to reduce the statistical effi- 
ciency of the sample. In some instances, the four 
streets in a single block will be quite different from 
each other so that the inclusion of households from 
all four sides of the block provides substantially 
better representation. 

* One household out of twelve is selected from 
each of five separate groups. Thus there are 


12 X 12 X 12 X 12 XK 12 = 248,832 possible sam- 
ples. 


ple which will so project an unbiased 
estimate of its universe is a probability 
sample. This will be true for any sample 
in which sample areas and the households 
within each area are selected with known 
probability. 


Number of Households 
1952 
Crowell-Collier 1950* 

Projected Census 
United States Total 44,835,000 42,856,000 
New England and 
Middle Atlantic States 11,601,000 11,239,000 
East and West North 
Central States 13,017,000 12,983,000 
Southern States 13,515,000 12,635,000 
Mountain and Pacific 
States 6,702,000 5,999,000 


* 1951 Census estimate: 44,564,000. 


If each of the 45,000,000 households in 
the country is actually given one chance 
in 9,000 to be included in the basic sam- 
ple, the sample must contain 5,000 house- 
holds, plus or minus the sample toler- 
ances. ‘Therefore, a projection factor of 
g,000 can be applied to each household. 
The sum of these projection factors for 
all 5,000 households must yield 45,000,- 
ooo plus or minus sample tolerances. 
Such an estimate accounts for the total 
population sampled in the first place and 
is completely independent of data from 
any outside source. It indicates that for 
any measurable characteristic the basic 
sample is independently projectable with 
calculable tolerances which may be inter- 


preted strictly according to statistical 
theory. 


A Sounp SAMPLE Is NEcEssary But Not 
SUFFICIENT 


The importance of a sample must be 
viewed as only one phase of the entire re- 
search project. In practice even the best 
sampling and field work operation still 
leaves some bias in the results arising 
from refusals and the “not-at-homes.”!¢ 


% Alfred Politz and Willard Simmons, “An At- 
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The reliability of the basic sample cannot 
be interpreted automatically as being ap- 
plicable to a survey’s results without con- 
sidering these and other sources of bias, 
particularly the questionnaire construc- 
tion and interviewer performance. Thus 
a sound basic sample, although not suffi- 
cient in itself, is a necessary condition for 
reliability in research. 

An accurate up-to-date prelisting af- 
fords a practical means of eliminating 
three sources of serious error to which 
probability-type samples are subject. A 
listing with simultaneous selection of 
households will take care of the problem 
of how many interviews, as discussed in 
(1) above. With reservations concerning 
the ability of interviewers to list house- 
holds in a rigidly specified order, a listing 
may also provide substantially accurate 
solutions to the problem of interviewer 
choice and of selection with known 
probability described in (2) and (3) 
above. To the extent that prelistings are 
obsolete or inaccurate they become in 
effect listings instead of prelistings. If 
final selection is made by a prescribed 
counting procedure without a listing, the 
correct number of interviews is left in 
doubt and interviewer choice is still 
present with possible distortion of find- 
ings described in (2) above. On the other 
hand, if interviewer choice is substan- 
tially reduced by selecting consecutive 


households by means of the four “ran- 


dom’ steps described in (3) above, the 
principle of known probability is vio- 
lated to the extent that serious differences 
in results can occur. By prelisting and 
with a provision for a subsequent check 
by the interviewer all three souces of bias 
may be almost completely eliminated 


tempt to Get the Not-at-Homes in the Sample with- 
out Callbacks,” Journal of the American Statistical 
Association, March, 1949. 


and within known tolerance limits, a pro- 
jection to the universe is obtained. 


PRELISTING Is ECONOMICAL BECAUSE IT 
Is EFFICIENT 


Not only does prelisting provide 
greater reliability, it can be shown that it 
produces a genuine economy where sur- 
veys are frequently conducted, despite 
the initial high cost of prelisting a na- 
tional sample. Over 143,000 households 
were prelisted for the Crowell-Collier 
study. The sample can be used for many 
surveys, however, without calling on the 
same households twice. In this way the 
initial investment is prorated among 
many surveys. Interviewers do not re- 
peatedly travel twenty miles and discover 
that the area contains too few households 
for an efficient evening’s work. The pre- 
lister may do so, but only on one occa- 
sion. Interviewers do not lose their way 
in trying to follow complicated counting 
and turning instructions. Interviewers 
do not call at eight-thirty to say that the 
map is wrong, there is no such street, so 
where do they go now? Interviewer train- 
ing may omit the usually tedious and 
time consuming directions for sampling. 
The field work can be efficiently planned 
in advance with knowledge of the num- 
ber of homes and specific situations exist- 
ing in each sample area. 

Experience gained in the Crowell-Col- 
lier and many other studies has shown 
that with these economies the cost can be 
lower than for less reliable non-prelisted 
probability type samples, where it is dif- 
ficult to use the same area a second time 
without danger of calling on previous 
respondents. It is the author’s experience 
that a prelisted sample is competitive on 
a cost per interview basis with many care- 
fully administered quota samples. 
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URING recent years there has been 
D considerable interest in obtaining a 
scientifically verifiable theory of con- 
sumer behavior. One of the most recent 
attempts at such a formulation is the vec- 
tor hypothesis which is an application of 
Lewinian vector psychology to consumer 
analysis. The purpose of this article is to 
summarize briefly the main features of 
the vector hypothesis, to describe the 
techniques thus far advanced for measur- 
ing the psychic tensions involved, and 
finally to present some of the author’s 
findings in his exploratory attempt to ap- 
ply one of these measuring techniques in 
a small consumer study. 


SUMMARY OF THE VECTOR HYPOTHESIS 


Since the theoretical aspects of the vec- 
tor hypothesis have been described in an 
earlier issue of this JOURNAL its basic fea- 


tures merely will be summarized by - 


means of the following four postulates.” 
(1) Consumption is but one aspect of a 
person’s total pattern of acivities.* For 
this reason an analysis of his purchasing 
behavior should take account of his en- 
tire situation, e.g., of the limitation of his 
1 The research upon which this article is based was 


financed by funds received under the Research and 
Marketing Act of 1946, administered by the B.A.E., 


U.S. Department of Agriculture. A complete report - 


of this study is to be published as a U.S.D.A. bulle- 
tin. Helpful suggestions were received from the 
author’s wife, Angelica, and from Profs. W. H. Car- 
ter, Jr. and W. P. Snavely of this University. 

? See W. J. Bilkey, “The Vector Hypothesis of Con- 
sumer Behavior,” THE JOURNAL OF MARKETING, Oct., 
1951. 

*? This postulate is derived from Gestalt psychol- 
ogy, and is confirmed by interview findings. 
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A PSYCHOLOGICAL APPROACH TO 
CONSUMER BEHAVIOR ANALYSIS’ 


WARREN J. BILKEY 
University of Connecticut 


time and of his unwillingness to devote 
thought and energy to buying, as well as 
of the limitation of his funds. Interview 
findings indicate that people do seek to 
achieve a satisfactory allocation of their 
funds among the various alternatives 
available to them, but whether this in- 
volves a deliberate attempt at maximi- 
zation has not yet been determined. 

(2) A person’s actual (as distinguished 
from his planned) disbursement pattern 
is the end resultant of many separate dis- 
bursement acts. Typically there is no 
single all-inclusive decision point for 
a consumer’s disbursement pattern. 
Rather, he buys or fails to buy whenever 
a disbursement opportunity presents it- 
self. The reason for this is that all pur- 
chases do not occur at the same time nor 
at the same frequency so as to permit an 
effective weighing of alternatives when 
making a particular disbursement act. 
That is, for some categories (e.g., food), 
purchases occur at a regular rate, but for 
other categories (e.g., furniture and au- 
tomobiles) purchases occur very infre- 
quently and cannot be accurately antici- 
pated. For this reason a separate choice 
is required for each purchasing act. 
Thus, particular purchasing acts occur 
throughout the course of the consumer’s 
income period, and the choices made are 
affected by circumstances existing or be- 
lieved to be existing at the moments in 
question. The sum total of the disburse- 
ments made then constitute the person’s 
disbursement pattern. 


‘This postulate is based upon empirical observa- 
tion, and the analysis of family expenditure records. 
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(3) A person’s disbursement acts are 
the net outcome of his psychic tensions 
regarding each item or activity involved, 
together with habits, carryovers of past 
commitments and external impositions 
such as taxes® According to Lewinian 
vector psychology, the underlying basis 
for an actively made consumer choice is 
an internal psychic conflict between the 
person’s attraction toward (positive va- 
lences) certain attributes of the item or 
service in question, and his repulsion 
against (negative valences) other attri- 
butes regarding that good or service, in- 
cluding its cost. If his positive valences 
for it are greater than his negative va- 
lences against it the purchase will be 
made, and vice versa (see Fig. 1). 


Material 
Salesman 
— 


<= Buying Time 


Color , 


Style 


Fit 


FIGURE 1 

Hypothetical psychic tension relationship for a per- 
son buying a suit. Each arrow represents a force di- 
rection or vector regarding the suit (hence the term 
vector hypothesis), and the strength of these vectors 
is represented by the valences (plus and minus signs) 
shown on them. Assumptions are that he likes the 
suit’s color, style and fit, and that he dislikes the 
salesman, the material, buying time involved and 
the cost. This relationship aggregates to 11-++’s and 
g—’s or to a net difference of 2+-’s; hence the suit 
would tend to be purchased. 


Thus, an active psychic conflict is re- 
garded as being a person’s way of achiev- 
ing a desirable over-all disbursement pat- 
tern. This, however, places him in a di- 
lemma, for an active psychic conflict in- 
volves psychic effort which is undesirable 
to him. For this reason there is a tendency 

* This postulate is based upon Lewinian Vector 
psychology. See Kurt Lewin, “Group Decision and 
Social Change” in T. M. Newcomb, E. L. Hartley 


and others, Readings in Social Psychology (N. Y.: 
Henry Holt and Co., 1947). 


for a person to attempt wherever possible 
to avoid such conflict by impulse-buying 
or by reducing many of his purchasing 
decisions to routines or habit patterns— 
however, such attempts to avoid psychic 
conflict can be followed only within lim- 
its, or his income utilization would even- 
tually become intolerably inefficient.® 

(4) If a homogeneous group of con- 
sumers all have an identical likelihood of 
making a particular purchase, a fre- 
quency distribution of their psychic ten- 
sions regarding the purchase in question 
will tend to form a normal probability 
curve." This postulate is the theoretical 
basis for applying the vector hypothesis 
to the analysis of a large number of fam- 
ilies—as was done in this study. 

The above four postulates are the pil- 
lars upon which the vector hypothesis 
rests. Taken together, they point to the 
conclusion that a person’s (or group’s) 
disbursement behavior for any given 


*Two methods used by housewives to side-step 
psychic tensions for food purchasing are: (1) to buy 
in constant physical terms, i. e., to follow certain 
menu routines and then simply to maintain the in- 
ventory of the pantry shelf (thus, as food prices 
change, their total food expenditures change), or 
(2) to buy in constant monetary terms, i.e., to allocate 
and spend a certain amount of money per time 
period for food (thus, as food prices change the 
quantity or quality of their food purchases vary). 
By following habit patterns, by obeying impulses, 
or by employing arbitrary guides, active decision 
making can be avoided, but the achievement of such 
simplification is generally done at the expense of 
efficient buying. (Both habit and impulse behavior 
may be conditioned.) See W. J. Bilkey, “The Basic 
Relationships in Consumer Expenditure Behavior”, 
Harvard Studies in Marketing No. 4-H (bulletin), 
Cambridge, Mass., 1951. 

* This postulate is adapted from Abba P. Lerner, 
The Economics of Control (N. Y.: The Macmillan 
Co., 1946), pp. 29-32. The main evidence supporting 
it is that in each of two independent studies when 
the psychic tensions for a group of consumers were 
averaged, the data behaved in a regular and consist- 
ent manner as if the postulate were true. This oc- 
curred with Professor Lewin’s data as well as with 
the author's. Essentially the same principle also is 
involved implicitly in the consumer buying anticipa- 
tion studies of the University of Michigan Survey 
Research Center. 
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TABLE 1.—CoNnFLICT RATINGS OF H1GH, MIDDLE AND Low Economic Groups FOR SPECIFIED 
Foop ITEMS—As PRESENTED BY LEWIN 


Food 


High Middle Low 
Group Group 


From Kurt Lewin, ‘‘Group Decision and Social Change,” T. M. Newcomb & E. L. Hartley, eds., Reading 
in Social Psychology (1947), p. 332, by permission of Henry Holt and Co., Inc., publishers. 


The higher the numerical value, the greater the average psychic tension regarding the food. Values less 


item can be analyzed in terms of his (or 
their) psychic tensions regarding it— 
when due consideration is given to im- 
pulse behavior, habits, past commitments 
and impositions.® Before turning to the 
author’s study which was an exploratory 
attempt at such an analysis, we now will 
discuss briefly the techniques available 
for measuring these psychic tensions. 


MEASURING TECHNIQUES 


Thus far two techniques have been de- 
vised for approximating the magnitude 
of consumers’ psychic tensions: (1) the 
self-rating method which involves having 
the persons rate their own tensions on a 
“0-100 centigrade thermometer scale,” 
and (2) the inferential method which in- 
volves asking consumers particular ques- 
tions and then having the analyst rate 
their psychic tensions on the basis of the 
answers received. The self-rating method 
will be described in detail later in this 
article. The inferential method may be 
illustrated by a study performed by the 


* During the course of the study which will be de- 
scribed shortly, the interviewees experienced no 
changes in external impositions, and the individual 
variations in impulse buying, habits and past com- 
mitments tended to cancel out. For this reason, an 
averaging of the data for the 63 families studied re- 
sulted in their expenditure behavior apparently be- 
ing almost exclusively a function of variations in 
their psychic tensions for the items in question. 


than 1.00 mean that some interviewees never mentioned the food in reply to any of Lewin’s three questions. 


psychologist, Prof. Kurt Lewin.® In it he 
asked a sample of consumers the follow- 
ing three questions (it should be noted 
that food prices were rising at the time): 
(a) “Which foods are you already cutting 
because of the increase in the price of 
food?”’, (b) “If prices continue to rise, 
which foods might you cut?” and (c) 
“Even if food prices continue to rise, 
which foods are you particularly anxious 
not to cut?” He then assigned arbitrary 
weights to the replies as follows: a weight 
of one to foods mentioned in answer to 
only one of these three questions, a weight 
of two to foods mentioned in answer to 
both questions (a) and (b), a weight of 
three to foods mentioned in answer to 
both questions (b) and (c), and a weight 
of four to foods mentioned in answer to 
both questions (a) and (c). He then classi- 
fied the respondents according to their 
income, and averaged the scores obtained. 
His results are shown in Table 1. Con- 
sidering that frozen foods were becoming 
popular around the time his study was 
made, Lewin’s results are quite in accord 
with what one might expect on strictly a 
priort grounds. Unfortunately, he made 
no attempt to compare these psychic ten- 
sions with the respondents’ actual pur- 
chases. 


*Kurt Lewin, “Forces Behind Food Habits and 
Methods of Change,” National Research Council 
Bulletin, No. 108, 1943. 
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In that study Professor Lewin was con- 
cerned merely with the general level of 

the consumers’ psychic tensions, i.e., their 

conflict rating for various foods. In terms 

of Figure 2, he was concerned only with 

the question of whether their positive va- 
lences and negative valences were both 

high or both low, not with the values of 

each. 

As we compare the self-rating and the 
inferential measuring techniques it ap- 
pears that both have strong and weak 

ints. First let us consider the inferen- 
tial method. Its advantages are: (1) inter- 
viewees don’t have to evaluate their 
psychic tensions, they need only answer 
specific questions, and (2) it can be ad- 
ministered reasonably easily. Its short- 
comings are: (1) there is no adequate ob- 
jective criterion available to the analyst 
to determine what values to assign to the 
answers obtained,’ and (2) interviewees 
often dislike repeating statements which 
they feel can be logically inferred from 
their earlier answers. The latter difficulty 
seems to be of considerable practical im- 
portance. 

The advantages of the self-rating 
method described below are: (1) it can be 
easily administered, and (2) answers are 
taken at face value without having to-as- 
sign arbitrary values to them. Its short- 
comings are: (1) the interviewee has no 
objective criterion upon which to base 
his answers and (2) there is no a priori 
evidence to indicate the degree to which 
the answers are interpersonally compa- 
rable. 

Fortunately, these two measuring tech- 
niques are not mutually exclusive. Both 
methods may be employed in a single 
study, and there is a possibility that the 
results obtained will be complementary. 


*For an appraisal of the various methods for 
determining scoring weights see L. W. Ferguson, 
Personality Measurement (N. Y.: McGraw-Hill 1952), 
Pp. 128-132. 


Another possibility is to develop a hy- 
brid of these two techniques. 


DESCRIPTIONS OF STUDY 


The research now to be described was 
intended as a pilot study to discover 
whether any significant relationship 
seemed to exist between the interviewees’ 
purchases of particular items and their 
measured psychic tensions regarding 
those items. A secondary objective, to as- 
certain whether these measured psychic 
tensions seemed to be influenced by vari- 
ables which are economically meaning- 
ful, will be reported upon in a subse- 
quent paper. 

Because of the exploratory nature of 
this study, the author wished to work 
only with persons who would actively co- 
operate in it, hence a random sampling 
technique of selection was not used. In- 
stead, mimeographed leaflets explaining 
the nature of the study were distributed. 
Persons interested in helping with it then 
submitted their names, and from these 
names 63 interviewees were selected as 
randomly as possible. 

The purchasing head of each family 
was interviewed once every month dur- 
ing the course of the study (each inter- 
view being made as near to the middle of 
the month as circumstances permitted), 
and the family’s expenditures for the 
month in question then were recorded 
during the following month’s visit. Thus, 
the psychic tension data for each month 
were obtained prior to the completion of 
that month’s expenditures. That is why 


“Of the 63 interviewees, 45 were interviewed 
once a month for 12 months, 8 for 6-11 months, and 
10 for 1-5 months. In terms of occupation: 46 were 
on the faculty or staff of this University, 14 were 
small businessmen or laborers and 3 were married 
university students. In terms of location: 12 were 
from New London, Connecticut, and the remainder 
were from the Storrs-Willimantic area. No significant 
differences in tension-purchasing relationships were 
found between any of these groups. 
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Net 7 +’s 5 —’s Resistance 
desire due to cost 


FIGURE 2 


Simplified desire-resistance relationship as used for 
this project; the tension relationships are taken from 
Figure 1. The desires (+ valences) indicate the net 
total of all liked attributes minus all disliked attri- 
butes except those relating to cost. The resistances 
(— valences) indicate only the resistance due to cost. 
This relationship yields a net excess of 2-+-’s (the 
same as for Figure 1). Note the general similarity of 
desire to the marginal utility of a good, and of resist- 
ance to the marginal utility of money. 


psychic tensions (net valences) are shown 
as the independent variable in Figure 4.” 

To minimize the possibility that the 
families might deliberately adjust their 
purchases to harmonize with their inter- 
view statements, the following precau- 
tions were taken: (1) most of the ques- 
tions called for numerical responses, the 
full significance of which was not ex- 
plained to the interviewees, (2) the inter- 
viewees never were shown their preced- 
ing month’s answers, and (3) a large num- 
ber of questions were asked so as to make 
memorization of their numerical re- 
sponses difficult—each interview lasted 
about one and one-half hours and cov- 
ered all of the family’s major disburse- 
ment categories. 

To be theoretically precise, the inter- 
views for this study should have been 
made in terms of the vector relationship 
as illustrated in Figure 1; however, dur- 
ing this pilot study phase of the analysis 
a more easily workable concept was 
wanted. For this practical reason, the 
model shown in Figure 1 was reduced to 
the simpler desire-resistance relationship 


“Net valences are merely the net difference be- 
tween the person’s positive valences for a given item 
(or category) and his negative valences regarding it. 
e.g., in Fig. 1 the person has 11 positive valences 
for the suit and g negative valences against its pur- 
chase, or 2 positive net valences regarding its pur- 
chase. 


in Figure 2. This was accomplished by 
letting desire constitute the arithmetic 
total of the person’s valences regarding 
all of the attributes shown in Figure 1 ex- 
cept cost. Resistance then involved only 
the person’s unwillingness to incur the 
money cost of the item in question. The 
interviewees were asked to rate their de- 
sires and resistances for each of their dis- 
bursement categories on a modified All- 
port-Vernon value scale—see Figure 3. 
The numerical answers which they gave 


Extreme 


Strong 


Moderate 


Slight 


None 


Fic. 3—Self-rating scale 
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then were treated as if they were the per- 
son’s phychic tensions for the categories 
or items in question. 


INTERVIEW FINDINGS 


Consumer Durables 


Several of the interviewees indicated 
that they were giving some consideration 
to the purchase of a consumer durable 
good such as a car, washing machine, sew- 
ing machine, rug, etc. During each inter- 
view they then were asked to rate their 
psychic tensions (in the sense as illus- 
trated in Figure 2) for the item in ques- 
tion. Using the self-rating scale shown in 
Figure 3, they were asked: (1) “How 
strong is your desire for the (good)?” and 
(2) “How strong is your desire to avoid 
the expense which the (good) would en- 
tail?” Table 2 illustrates the responses ob- 
tained for an item which finally was pur- 
chased—a rug. Note the general tendency 
after June for the desire (+ valences) an- 
swers to increase relative to the resistance 
(—valences) answers. In every case which 


finally culminated in a purchase, the re- 
sponses obtained behaved in this general 
manner. Table g illustrates the responses 
obtained for an item which was not pur- 
chased—a car. Note the general tendency 
over time for the desire (+ valences) an- 
swers to decrease relative to the resistance 
(— valences) answers. In every case where 
the interviewee failed to purchase the 
item in question, the responses obtained 
all followed this general pattern. 


Food 


Since food is bought continuously, it 
was analyzed in terms of whether or not 
changes in its rate of purchase might oc- 
cur. This involved asking the following 
four questions, each to be answered in 
terms of the scale shown in Figure 3: 


Desire questions— 


(1) “How strong is your desire to increase 
your food items consumed (in quality 
or quantity) by 10% from last month’s 
amount?” 

(2) “How strong is your desire to avoid 


TABLE 2.—VALENCE RELATIONSHIPS WHICH CULMINATED IN A PuRCHASE—A RucG. DaTA As OBTAINED 
FROM INTERVIEWEE No. 4; COMMENTS MADE BY HER DURING THE INTERVIEWS 
ARE GIVEN BELow. 


The vector _ Feb. = Mar. A pr. May June July Aug. Sept. Oct. 
Desire for rug 
(+valences) 75 — 50 25 25 a= 75 90 fin 
Resistance to expenditure for rug 
(—valences) 0 — 25 0 100 = 50 50 fin 
Net valences 75+ —_ 25+ 25+ 75— = 25+ 40+ fin 


Feb.—Had an even stronger desire for a new stove (100+’s and 0—’s). The interviewer failed to ask 


resistance against expenditures for a stove plus a rug. 


Mar.—Bought a new electric range. Missed March interview because of sickness in the family. 


Apr.—No comment. 


May—Interviewee commented: ‘‘Now that I have a new stove I’m so satisfied that I have no desire for a 
new rug. Also there’s the fact that I got new shoes and a dress.’’ (She had been clothes shopping a few days 


before the May interview). 


une—Prior to the interview she had priced rugs and found that the kind she wanted would cost around 
0; her earlier estimates had been that such a rug might cost around $150. She stated, ‘‘I simply won’t pay 
t ” 


July—Missed interview because family was vacationing. 
ug.—Interviewee commented: ‘‘Now I have a desire for a rug.” 
t.—No comment. 
Oct.—Interviewee had purchased a rug shortly before the October interview. She commented: ‘‘Now I 
want a new refrigerator.” (75+-’s and 50—’s). 
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TaBLE 3.—VALENCE RELATIONSHIPS WHICH DID NOT CULMINATE IN A PURCHASE—A Car. Data 4 
OBTAINED FROM INTERVIEWEE No. 69; COMMENTS MADE By HIM DURING THE INTER- 
VIEWS ARE GIVEN BELOW 


: The vector July Aug. Sept. Oct. Nov. Dec. Jan. 
Desire for car 50 to 
(+valences) 50 50 50 50 75 50 50 
Resistance to 
% expenditure for car 25 to 
7 (—valences) 50 50 50 75 50 75 75 
Net valences 0 0 0 23+ 2%— 25— 


July—No comment. 
Aug.—No comment. 


Sept.—Interviewee commented that he might buy a car within a month or he might not do so for two years, 
and that he was watching ads conscientiously. His present car had been repaired a few months earlier and he 


expected no further trouble for a couple of years. 


Oct.—Interviewee commented: ‘‘A new car looks more hopeless than ever.’’ He had committed $500 to his 
wife for the purchase of furniture, and there was a possibility that she also might need an operation. 

Nov.—Interviewee commented that he was now thinking more about a car; that he had been inconven- 
ienced a few days earlier by a brake-down with his present car. 

Dec.—The interviewee stated that his wife had been taken to a hospital shortly before the interview, and 


had had an expensive operation. 
Jan.—No comment; no purchase. 


cutting your food items consumed (in 
quality or quantity) by 10% from last 
month’s amount?” 


Resistance questions— 


(3) “How strong is your desire to reduce 
your food expenditures by 10% from 
last month’s amount?” 

(4) “How strong is your desire to avoid 
increasing your food expenditures by 
10% from last month’s amount?” 


To obtain the psychic tension ratings for 
food, answers to the two desire questions 
were averaged and answers to the two re- 
sistance questions were averaged; the dif- 
ference between these two magnitudes 
then being referred to as net valences. 
Figure 4 shows the relationship be- 
tween the net valences for food averaged 
for all families by months with the cor- 
responding averages of their food expen- 
ditures for the same months. Note that 
the April relationship in Figure 4 seems 
to be out of place. That apparently was 
due to a general tendency on the part of 
many of these families to have reduced 
their food inventories during that month. 


A considerable number of the interview- 
ees stated that their food expenditures 
were unusually low then because they 
had cleaned out their frozen food lock- 
ers in April. Most of them commented 
that they had eaten unusually well then. 
The conclusion drawn from the data 
shown in Figure 4 is that there was a 
rather close quantitative relationship be- 
tween the interviewees’ psychic tensions 
for food and their corresponding food ex- 
penditures when allowance is made for 
inventory variation. 


Food Components 


The analysis presented thus far has in- 
dicated the existence of a relationship 
(presumably causal) between net va- 
lences and purchases for both consumer 
durables and for food. The question then 
arose whether such a relationship might 
also hold for the components within a 
category, e.g. for particular food items. 
To test this, the interviewees were re- 
quested during the course of the study to 
maintain purchasing records for meat 
and eggs. Only a portion of the interview- 
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Jan. 


excluding April data 


28 — 24 — 20 — 16— 


0 2+ 


Average net valences for food for month indicated (psychic tensions regarding food) 


FIGURE 4 


Relationship between monthly averages of net valences for food and average net food expenditures for 
the same months. April data seems to be out of place because of inventory de-accumulation; many of the 
families stated that they closed out their lockers and finished eating their canned goods in April, so that 
their food consumption then was greater than their expenditures indicate. Excluding April data: Y — 88.87 +- 
27%, and r= + .gio. Including April data: Y = 87.51 + .17X, and r= + .550. 


ees complied with this request, however 
the results from those who did keep rec- 
ords indicate that a valence-expenditure 
relationship does exist for these items as 
well as for food as a whole, although it 
was less close. When cast in the form 
shown in Figure 4, the following relation- 
ships were obtained between the inter- 
viewees’ psychic tensions and their cor- 
responding monthly expenditures: for 
meat r = + .761 and the regression line 
was Y = 15.27 + .19X, for eggs r= + 
.635 and the regression line was Y = 4.73 
+ .05X. 


CONCLUSIONS FROM STUDY 


As indicated earlier, the research proj- 
ect described above was intended as a 
pilot study to ascertain: (1) whether a sig- 
nificant relationship appears to exist be- 
tween people’s psychic tensions regard- 
ing particular items and their purchases 


of those items, and (2) whether these pos- 
tulated psychic tensions in turn are in- 
fluenced by considerations which are eco- 
nomically meaningful.” It should be re- 
called that only 63 families were studied, 
that they were not randomly selected, that 
the families in question were aware that 
they were being studied and that tech- 
niques for measuring psychic tensions are 
barely in process of development. Under 
these circumstances we can conclude only 
that the results obtained suggest an af- 
firmative answer to the above two ques- 
tions, and that further research seems 
definitely to be warranted. On the basis 
of his experience with this and with other 
studies, the author is convinced that the 
vector hypothesis provides a useful theo- 
retical framework for consumer analysis, 
even with the measuring techniques cur- 
rently available. 


* To be reported in a later paper. 
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VALIDITY OF READERSHIP STUDIES 


GEORGE W. N. RIDDLE 
Putman Publishing Company 


A READERSHIP Stupy Is A 
ForM OF MEASUREMENT 


T HIs paper relates to certain aspects of 
readership studies, particularly read- 
ership of business publications. Reader- 
ship studies are a form of measuring pro- 
cedure. Neglect of this fundamental fact 
leads to much confusion and misinterpre- 
tation of the results of such studies. 

Any measuring procedure consists of 
three essential components: the measur- 
ing instrument, the measurements ob- 
tained, and the thing-to-be-measured. In 
the case of the conventional mail reader- 
ship study, the instrument is the question 
or questionnaire form, the measurements 
are the number of mentions for different 
publications, and the thing-to-be-meas- 
ured is the publications which respond- 
ents actually read.1 

When employing a measuring pro- 
cedure, the first thing the investigator 
needs to know is the extent to which the 
instrument actually measures what he 
thinks it measures and wants it to meéas- 
ure. The ability of an instrument to 
measure what it is presumed to measure 
is its “Validity.” 

*Frequently the simple question “What do you 
read?” is supplemented by an additional question 
designed to elicit the respondent’s “preference” for 
one publication above others. This refinement intro- 
duces additional complications which are not 
touched upon at all in this paper. For a discussion 
of some of these complications, see: Arthur H. Dix, 
Are Publication Preference Votes Useful in Deter- 
mining Advertising Values?, a pamphlet available 
on request from Conover-Mast Publications, Inc., 
205, East 42nd Street, New York 17, N. Y. 

2A. B. Blankenship, Consumer and Opinion Re- 
search—The Questionnaire Technique (New York: 


Harper & Bros., 1943), p. 196. 
J. P. Guilford, Fundamental Statistics in Psy- 
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Unfortunately this term has frequently 
become confused with other characteris- 
tics of survey procedures, such as reliabil- 
ity or consistency, sample adequacy, and 
even accuracy of computation. Validity is 
different and distinct from each of these 
and needs to be established independ- 
ently of them.® 


chology and Education (New York: McGraw-Hill 
Book Co., 1950), p. 512. 

J. G. Peatman, Descriptive and Sampling Tech- 
niques (New York: Harper & Bros., 1947), p. 464. 

*“Sometimes a stable sample can be composed of 
as few as 30 or 40 persons, who may show high con- 
sistency in their expressed preferences. Unfortu- 
nately, this kind of consistency is often interpreted as 
evidence of the validity of the method used. In re- 
ality it has nothing to do with the validity of the 
measuring method.” D. P. Lucas and S. H. Britt, 
Advertising Psychology and Research (New York: 
McGraw-Hill Book Co., 1950), p. 411. 

This “limited” concept of the term Validity is 
supported by the three writers cited in Footnote 2 
above, and particularly by Guilford who further 
notes that Validity properly relates to the measur- 
ing instrument, whereas Reliability properly relates 
to the measurements. However, we should, perhaps, 
point out that some sampling statisticians in practice 
treat validity much the same as reliability, namely 
as a combination of absence of bias and low sam- 
pling error. Unfortunately such a practice precludes 
any clear and semantically satisfactory definition of 
the term Validity. In effect it merges under a single 
‘label’ two or more concepts, for each of which—in 
theory at least—a separate quantitative measurement 
can be determined. Such a loose treatment of techni- 
cal terminology seems to the writer to be unfortu- 


_nate and to perpetuate confusion, especially among 


the many non-technicians who are called upon to 
interpret and act upon various kinds of surveys. 
Undoubtedly the need exists for an over-all term to 
designate the “net balance” after validity, reliability, 
sampling error, and accuracy of computation have 
all been taken into account. For this purpose the 
general term “dependable” or “dependability” 
would seem to be suitable. Obviously no such 
generalized, over-all term can be assigned a numeri- 
cal value. 
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THE VALIDITY CONCEPT IN 
READERSHIP STUDIES 


A readership study is intended to meas- 
ure what respondents read. In point of 
fact, it may actually measure only what 
respondents say they read. A study of 
what respondents say about their reading 
measures what they actually read only 
after something is known about the ex- 
tent to which “what he says he reads” 
coincides with ““what he actually reads,” 
that is, after the measuring instrument 
has been validated. 

Is this distinction between respond- 
ents’ statements-about-their-reading and 
their actual reading significant? Is it pos- 
sible that responsible business men who 
answer such mail questionnaires might 
be guilty, to any significant degree, of 
claiming to read publications which in 
fact they do not read? Is it conceivable 
that they would neglect to mention pub- 
lications which they actually read? The 
data in this paper indicates the need to 
validate such statements. 


Do RESPONDENTS OMIT PUBLICATIONS 
WuicuH ACTUALLY READ? 


The three following case histories 
make use of the concept of “control 
groups” in readership research. The con- 
trol groups are referred to as “known 
readers” of certain business magazines. 
A “known reader” is defined as a person 
who has made a written request for ad- 
ditional information concerning a prod- 
uct or service which he read about in a 
given publication. Such a request for ad- 
ditional information may have been in 
the form of a letter, a coupon from an 
advertisement, a “reader-service” slip or 
postal card insert. 

It is obvious that this concept of a 
“known reader,” or “known reading,” 
can be positively identified only with the 
item in the particular issue of the maga- 


zine concerning which additional infor- 
mation was requested. However, its spe- 
cial advantage as a readership measuring 
device is that it is based upon the reader’s 
actual behavior in response to an identi- 
fiable item in a specific issue of the pub- 
lication. Such evidence constitutes an in- 
dependent “control” against which to 
compare the same reader’s subsequent 
answers to the question, ““What business 
magazines do you read?” 


Case History #1—1947* 


Starting with a “universe” of known 
readers of a certain business magazine 
(Magazine A), the two-fold objective was 
to determine (a) to what extent such 
known readers of Magazine A would fail 
to mention Magazine A when asked to 
list “those industrial, business, or trade 
magazines you read”; and (b) to what ex- 
tent those respondents who failed to 
mention Magazine A would subse- 
quently say “Yes” when asked specifically 
if they read Magazine A. 

A questionnaire was sent to men in in- 
dustry who had returned reader-service 
slips requesting additional information 
concerning products or services they had 
read about in Magazine A. This was an 
unaided-recall type of question and is re- 
ferred to hereafter as Letter #1. 

Respondents to Letter #1 who failed to 
list Magazine A were subsequently sent a 
second letter asking them specifically if 
they read Magazine A. This aided-recall 
type of question is referred to hereafter 
as Letter #2. Neither Letter #1 nor Letter 
#2 contained anything to remind the re- 
cipient that he had previously signed and 
mailed a reader-service slip from at least 
one issue of Magazine A. 


*H. P. Longstaff and G. P. Laybourne, “What Do 
Readership Studies Really Prove?,” Journal of Ap- 
plied Psychology, Vol. 33, No. 6, December 1949, pp. 
585-593. (Based on a mimeographed report, “We 
Made a Reader Survey,” Putman Publishing Com- 
pany, Chicago, 1947.) 
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One thousand copies of Letter #1 were 
mailed, and produced 585 returns. Of 
these 585, respondents—all known readers 
of Magazine A—only 277, or 47.3 per cent 
included Magazine A among the publica- 
tions they claimed to read. Thus, in this 
instance, the measuring instrument was 
found to have a “validity coefficient” of 
less than 50 percent. 

Letter #2 was then mailed to those re- 
spondents to Letter #1 who had failed to 
include Magazine A among their claimed 
reading. When thus reminded of Maga- 
zine A’s existence, more than g1 percent 
of the respondents answered that they 
had in fact read Magazine A, even though 
they had failed to mention it previously. 
Many of these respondents appended 
illuminating explanatory comments, ex- 
amples of which are cited later in this 


paper. 


Case History #2—1952° 

This study repeated, five years later, 
the objectives and procedures of Case 
History #1. During the intervening time, 
Magazine A had changed its frequency of 
issue from bi-monthly to monthly. 

In this case, 56.7 per cent of the re- 
spondents to Letter #1 included Maga- 
zine A among their claimed reading 
(compared to 47.3 per cent five years pre- 
viously). When the presumed non-read- 
ers of Magazine A were re-checked by 
means of Letter #2, again better than 91 
per cent claimed that they had read Maga- 
zine A. 

Such “now-we-don’t—now-we-do” tend- 


encies on the part of these groups of re-_ 


sponsible men in industry raise the ques- 
tion whether either the aided-recall or 
unaided-recall technique can be seriously 
regarded as a valid instrument for pro- 
curing facts about readership.°® 

5 Mimeographed report, Putman Publishing Com- 


pany, Chicago, 1953. 
* For further evidence of variable results obtained 


Case History #3—1952" 


In the two previous cases, validating 
data in the form of evidence of known 
reading were available for only one pub- 
lication—Magazine A. Of course other 
publications besides Magazine A were 
mentioned by respondents to Letter #1. 
However, because of the absence of com- 
parable evidence of known reading of 
these other magazines, it was possible to 
derive validity coefficients only for Maga- 
zine A.§ This case illustrates what hap- 
pened with the introduction of evidence 
of known reading keyed to several dif- 
ferent publications. 

Identical advertisements were placed 
in contemporary issues of five different 
publications serving the same field. These 
advertisements resulted in coupon, letter, 
or reader-service slip inquiries in vary- 
ing numbers from all five publications. 
With these five sets of control groups of 
known readers, it became possible to test 
the extent to which known readers of 
Magazine A would fail to mention Maga- 
zine A, known readers of Magazine B 
would fail to mention Magazine B, 
known readers of Magazine C would fail 
to mention Magazine C, etc. 


simply by changing the question from the unaided- 
recall type to different forms of aided-recall, see: 
Arthur H. Dix, “How to Guard Against Distortion in 
Readership Studies,” Printers’ Ink, November 21, 
1952, p- 52. Presumably all the various ways of stat- 
ing the question are intended to measure the same 
thing. In view of the wide discrepancies between 
answers actually produced, how is the investigator 
to decide which one, if any, merits his confidence—at 
least in the absence of some independent evidence 
based on respondents’ actual behavior? 

7 Original records and detailed tabulations avail- 
able for inspection at Putman Publishing Company, 
111 E. Delaware Place, Chicago 11, Illinois. 

SIt was, of course, possible to send Letter #2 to 
respondents who did not mention some other maga- 
zine, say Magazine B, and to ask them specifically if 
they read Magazine B. This was actually done with 
respect to two other publications, and a similar 
pattern of self-contradiction was found to exist. 
However, no method of validating these statements 
was available. 
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The results of mailing Letter #1 are 
shown below. For each magazine, all ques- 
tionnaires returned by known readers of 
that magazine represent 100 per cent. 
The actual number of returns, of course, 
differs for each publication. 


Percent of Known Readers 
of Each Magazine who 
Failed to Mention that 
Magazine 
% 
Magazine A (a monthly) 47.2 
Magazine B (a weekly) 16.9 
Magazine C (a weekly) 13.4 
Magazine D (a monthly) 19.2 
Magazine E (a monthly) 30.8? 


The foregoing figures suggest that all 
publications suffer to some extent from 
the forgetfulness factor. The two weekly 
publications were overlooked relatively 
less frequently than the three monthlies. 
Thus it appears unlikely that this partic- 
ular form of error is a constant factor 
tending to affect all publications in pro- 
portion to the number of mentions for 
each. 

The bare statistics presented above are 
given life and meaning in the comments 
volunteered by respondents to Letter #2. 
These comments help to explain how the 
writer happened to omit listing a given 
magazine (A, B, or C) in answering Letter 
#1 (unaided-recall), when—according to 
Letter #2 (aided-recall)—it really was 
among those which he read. There is 
space to reproduce only a few of these 
comments here, but they indicate the 
tenor of a great many others. 


Comments relating to Magazine A (by 
respondents who failed to mention 
Magazine A in answering Letter #1) 


“I overlooked this originally . . . I know 


*The number of inquiries keyed to Magazine E 
(17) was smaller than normal sample requirements 
would call for. However, the return from this group 
was high, and it seemed desirable to include the 
figures in the interest of completeness. 


of at least 15 other men in our organiza- 
tion who read Magazine A regularly.” 

“I have received Magazine A for nine 
years and have asked for more informa- 
tion on products numerous times.” 

“I overlooked this magazine because it is 
free. As I remember I only mentioned 
the paid subscriptions.” 

“Sorry we overlooked this magazine.”. . . 
“I just overlooked it.”. . . “Did over- 
look it.” 


Comments relating to Magazine B (by re- 
spondents who failed to mention Mag- 
azine B in answering Letter #1) 


“Reading Magazine B is like reading a 
daily paper. . . . It is taken for granted. 
Sorry I neglected to mention it.” 

“T had overlooked this magazine. It is very 
popular. In fact, it usually is a ‘must.’” 

“We consider this ‘tops’ in the field.” 

“I do read Magazine B and did overlook 
it.” 


Comments relating to Magazine C (by re- 


spondents who failed to mention Mag- 
azine C in answering Letter #1) 


“Rank it at least as high as any of the oth- 
ers I checked.” 

“I am sorry I overlooked this magazine. I 
find it helpful and informative.” 

“T like it better than Magazine B” (which 
he mentioned). 

“Just an oversight. Sorry.” 

“This was an oversight. Thanks.” 


The quintessence of self-contradiction 
is illustrated by one respondent to Letter 
#1 who wrote a letter instead of returning 
the questionnaire: 


“To comply with your request, I read 
Magazine D, Magazine E, Magazine F, 
and Magazine G. .. .” 


It would seem reasonable to infer that 
these publications are the ones he would 
have listed had he followed the usual 
practice of filling in and returning the 
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questionnaire form itself. However, he 
continued: 


“T would not recommend any of the above 
as an advertising medium. Actually, like 
many another busy engineer, I pay little 
attention to the advertisements in a tech- 
nical journal. But I read almost every 
word in the text of Magazine H.... 
The text is concise, factual, and appeals 
to our engineering judgment. . . .” 


This respondent’s initial statement 
about what he reads is contradicted by his 
later statement. Also, his claim to pay 
little attention to advertising is contra- 
dicted by his behavior in requesting ad- 
ditional information about an advertised 
product in Magazine H. Parenthetically, 
Magazine H happens to have an off-stand- 
ard format and appearance. Since it 
“looked different” from the orthodox 
conception of a “technical journal” it 
seems likely that Magazine H was ex- 
cluded from the “frame of reference” 
within which this respondent answered 
the question. 


Do RESPONDENTS CLAIM TO READ PUBLI- 
CATIONS WHICH THEY ACTUALLY 
Do Not REap? 


Up to this point we have been con- 
cerned with errors in readership studies 
arising from respondents’ failure to men- 
tion publications which they may actu- 
ally read. We now turn to the considera- 
tion of errors arising from claims to read 
publications which they actually may not 
read. 

Many writers have observed that maga- 
zine readership surveys are made-to-order 
opportunities for respondents to indulge 
in a certain amount of innocent exaggera- 
tion of the facts of life.1° Only one source 
of specific data of this kind, however, 
* For example, Lucas and Britt, op. cit., p. 408 and 


S. L. Payne, The Art of Asking Questions (Prince- 
ton University Press, 1951), pp. 184, 185. 


which bear directly on the readership of 
business papers has been found—the Ad- 
vertising Research Foundation’s business 
and executive magazine readership stud- 
ies. 

This series of personal-interview stud- 
ies employed a “qualifying kit,” the de- 
tails of which are by now familiar to most 
advertising personnel. While far from 
perfect, such protection as it affords af. 
fects only the readership of the issue as a 
whole, and does not carry over to claims 
of noting or reading specific advertise- 
ments or editorial items. Nevertheless, in 
spite of its limitations, it has brought to 
light definite indications that business 
men are not above up-grading their ac- 
tual reading behavior. In the course of 
five studies of the readership of business 
journals, the foilowing percentages of 
claimed readers were unable to pass the 
test of the ARF’s “qualifying kit.” 


Percentage of Claimed 
Readers Who Failed 
Publication Studied to Qualify 

American Builder 22 
American Machinist 21 
Chemical Engineering 17 
Business Week 14 
Automotive Industries 11 


Here again the range of the findings 
suggests that different publications, and 
possibly different types of audience, are 
subject to error in different orders of 
magnitude. 


Case History #4—1952" 

This final example is a study con- 
ducted in a different, but closely related, 
phase of capital goods advertising and 
promotion. Its objective was to test the 
extent to which visitors to a trade show 
would subsequently claim to have seen 

“ Unpublished study. Details made available to 


the writer through the courtesy of the exhibiting 
company which conducted the study. 
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an exhibit which was not in the show at 
all. A questionnaire listed the names of 
seven actual exhibiting companies plus 
the name of one company which might 
logically have exhibited but did not. Re- 
cipients of the questionnaire were asked 
to mark which of those exhibits in the list 
of eight they had seen, and to rate them 
as “good,” “fair,” or “poor.” Question- 
naires were mailed to five hundred names 
picked at random from the list of regis- 
trants at the show, and 215, or 43 per 
cent, were returned. More than one out 
of three of these respondents were willing 
to claim having seen an exhibit which 
wasn’t there at all, as shown below: 


Number Percent 
Useable returns 215 100.0 
Said they ‘‘saw”’ the exhibit 
which wasn’t there 78 36.3 
Rated it ‘‘good”’ 45 21.0 
Rated it ‘‘fair”’ 24 12.0 
Rated it ‘“‘poor”’ 1 0.5 


We can only guess what it was that 
sparked the imagination of the 78 “opti- 
mists.” It might have been mistaken iden- 
tity, a kindly feeling towards the com- 
pany named, annoyance with the ques- 
tioner, or simply an inherent reluctance 
to admit passing up an exhibit which 
somebody seemed to imply should have 
been on the recipient’s visiting list. What- 
ever the cause, these responses scarcely 
qualify as reliable measurements of who 
actually saw what exhibits. They also at 
least suggest the possibility that claims 
to read this or that well-known publica- 
tion may be subject to comparable infla- 
tionary errors. 


CONCLUSION 


The data presented in this paper show 
several factors at work which serve to cast 
serious doubt on the ability of mail ques- 
tionnaires to elicit dependable facts about 
respondents’ behavior, particularly about 


the magazine reading behavior of read- 
ers of business publications. 

We find simple forgetfulness present 
all the time. We find indications of a de- 
sire to conform to whatever the respond- 
ent feels is expected of him. We find a 
tendency to misinterpret the question, as 
in the instance of the respondent who 
thought he was expected to mention only 
magazines which he paid for, or thought 
he had paid for. We find that publica- 
tions which “look different,” either in- 
side or outside, are likely to be excluded 
from the respondent’s “frame of refer- 
ence.” Relative age and relative fre- 
quency of issue seem to affect the results, 
regardless of whether or not actual read- 
ership happens to be on a comparable 
level. While it is conceivable that the va- 
rious errors of commission would cancel 
out the errors of omission, this is not in- 
dicated by the evidence at hand. 

In short, it seems that the conventional 
mail readership questionnaire measures 
a great many factors which have little to 
do with actual reading, and which are not 
usually among the stated purposes for 
which an advertising appropriation is re- 
quested from and approved by manage- 
ment. 

In view of the present paucity of de- 
pendable facts, one can do no more than 
guess at what it is that readership studies 
actually measure—what it is that lies be- 
hind respondents’ answers. Our own 
guess is that readership studies are largely 
measurements of mental images and im- 
pressions. These impressions may be de- 
rived in part from long and frequent ex- 
posure to old-established names on maga- 
zine covers and on subscription solicita- 
tions; in part from wishful thinking 
about what ought to be read; in part from 
a liberal translation of good intentions 
into imagined behavior. Mixed in with 
all these non-readership factors, there is 
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undoubtedly a component which repre- 
sents the true objective of such studies— 
actual reading. However, attempts to iso- 
late and to measure that component are 
frustrated at every turn, and we end up 
in almost as much ignorance as when we 
started. 

This paper is not to be construed as an 
unrealistic demand for 100 per cent va- 
lidity. Nor is it a blanket indictment of 
all research based on questionnaire pro- 
cedures, whether by personal interview or 
by mail. As others have before, we would 
call attention to the need for more infor- 
mation than we now have about valid- 
ity.’* Particularly we need to know some- 
thing about the validity of any specific 
study as a prerequisite to its effective in- 
terpretation and use. 

We would also point out that the ob- 
jective of many research projects employ- 
ing interviews and questions is simply to 
determine what people say, rather than 
what they do.'* This type of study obvi- 


“Validity is the most important single concept 
facing either the casual or specialized user of survey 
results. In view of this fact, it is discouraging that so 
little attention has been paid to it to date.” Hugh J. 
Perry and Helen M. Crossley, “Validity of Response 
to Survey Questions,” Public Opinion Quarterly, Vol. 
14, Spring 1950, pp. 61-80. 

“At the present time, knowledge of survey validity 
is limited, and the chances are that where low 
validity has been found it has not been reported. 
Unfortunately it cannot be expected that those in a 
commercial field will ever publish results which are 
extremely unfavorable to the entire procedure, as 
some of them might well be.” A. B. Blankenship, 
op. cit., p. 207. 

* So-called “attitude” studies designed to measure 
the public’s “feelings” towards certain business firms 
are of this type; also the well-known Gallup-Robin- 
son “advertising impact” studies as they have so far 


ously calls for no behavior validation. 
However, where the ultimate purpose of 
such research is to measure some aspect 
of human behavior, we need to be alert 
to distinguish between measuring the be- 
havior itself and measuring possibly self- 
interested assertions about that behavior. 
As has been frequently observed, in such 
situations the only acceptable criteria for 
validity is known behavior.'* 

Certain industrial advertisers have rec- 
ognized the importance of behavior cri- 
teria by insisting upon giving at least 
equal weight, in arriving at media or copy 
decisions, to careful analyses of data de- 
rived from known response to advertis- 
ing. Where necessary, they have been will- 
ing to invest a portion of the advertising 
budget in test campaigns designed to pro- 
duce sufficient quantities of inquiries 
from comparable publications to permit 
careful qualitative analysis. Adequate 
discussion of the possibilities of such an 
approach would require separate treat- 
ment. It must suffice here to point out 
that such records of reader response have 
the merit of resulting from behavior 
rather than from unverifiable and fre- 
quently non-factual claims about behav- 
ior. 


developed. In these instances the investigation 
neither purports nor needs to go behind the surface 
of respondents’ statements. “What they say” is what 
the instrument is intended to measure. 

* A. B. Blankenship, op. cit., p. 205. 

H. C. Link and A. D. Freiberg, “The Problem of 
Validity and Reliability in Public Opinion Polls,” 
Public Opinion Quarterly, Vol. 6, Spring 1942, pp. 
87-98. 

D. B. Lucas and S. H. Britt, op. cit., p. 408. 
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ie is particularly appropriate that uni- 
versity teachers should take the lead 
in developing marketing theory. Business 
men are preoccupied with specific and 
immediate problems of buying and sell- 
ing. Teachers are engaged in training stu- 
dents for careers which are largely unde- 
fined. The product of teaching is not 
likely to be fully utilized for ten to twenty 
years when the students reach positions 
of responsibility. If students learn only 
the current and obvious facts about mar- 
keting, their training will be hopelessly 
out-moded by the time they are ready to 
use it. Only when teachers dig below the 
over-burden of facts and seek their hid- 
den meanings can their teaching become 
of significant value. Theories become 
practical concepts in the outreach of time. 

Equally as important in the training of 
students is the fact that broad concepts 
raise broad questions which activate and 
stimulate the student’s mind. To delve 
into these problems gives the subject life 
and vitality. It presents him a challenge 
to reach out and develop his understand- 
ing of what is only partly known. It offers 
him a basis for coordinating what he has 
learned in the social sciences and orient- 
ing it toward the realistic objective of 
understanding life as it is. 


“VIEWPOINTS” AND “THEORIES” 


The word “viewpoints” rather than 
“theories” is used in this paper, however, 
first, because it seems more descriptive of 
the different writings upon the subject, 
and, second, because I hope, through the 
use of this term, to disarm those who may 
hold to the theory that a theory isa highly 
refined, carefully tested, and fully proven 


explanation of phenomena from which 
principles may be drawn. The term 
“theory,” is used in its less specific and 
perhaps less scientific sense of a “general 
principle offered to explain marketing 
phenomena.” 

The term “viewpoints” refers to the 
different approaches used by writers on 
the subject, rather than, say, of the view- 
point of the profit motive as against the 
social point of view. All the writers dis- 
cussed in this paper have a social point of 
view. Every individual who studies a sub- 
ject has a different point of view; how- 
ever, he sees a different problem from 
others and clothes this problem with a 
different significance. Study of the differ- 
ent theories of marketing impresses one 
with the fact that differences stem mainly 
from the points of view. 


BIRTH OF MARKETING THEORY 


Future historians will probably date 
the birth of marketing theory in 1912 
when Edwin F. Gay, economic historian 
and dean of the Harvard Graduate School 
of Business Administration, invited Arch 
W. Shaw, then editor of a magazine called 
“System,” to give two lectures on the his- 
tory of business in the United States to 
his class in Economic History of England 
at Harvard College. Concerning these 
lectures,1 Paul Converse has said, “Men 
had written about marketing for some 
years before 1912, but Arch Shaw’s con- 
cept of marketing functions was one of 

*Arch W. Shaw, “Some Problems in Market Dis- 
tribution,” Quarterly Journal of Economics, August, 
1912. A condensation of this article is published in 
Changing Perspectives in Marketing, Hugh Wales, 
Ed. (Urbana: University of Illinois Press, 1951), pp. 
$2-54- 
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the greatest single contributions to the 
early development of science in market- 
ing.”? 

Shaw observed: “Isolate any phase of 
business, strike into it anywhere, and in- 
variably the essential element will be 
found to be the application of motion to 
matter. This may be stated, if you will, 
as the simplest ultimate concept to which 
all of the activities of manufacturing, sell- 
ing, finance and management can be re- 
duced. Starting with this simple concept, 
it is at once evident that we have an ob- 
vious and easy basis for the classification 
of business activities—a simplifying, uni- 
fying principle from which to proceed 
rather than some mere arrangement by 
kind or characteristic of the materials, 
men, operations and processes in the var- 
ious departments of a business enter- 
prise.”® 

However much we may disagree with 
“the application of motion to matter’ as 
the single concept on which the theory of 
marketing can be based, the aim which 
Shaw expressed as a simplifying and uni- 
fying principle is the essence of theory. It 
is the aim of all who are groping for the- 
ories of marketing. 

During the thirty years since Shaw first 
broached the subject, a large number of 
theories concerning marketing have been 
developed. 


Four VIEWPOINTS 


The scope of this paper, however, is 
confined largely to four theories which 
represent widely different points of view 
and which have been published in fairly 
detailed form. In my interpretation I 
have relied almost wholly upon the pub- 
lished material. I have not consulted the 
writers as to whether my interpretation 

Ibid p. 32. 

* Ibid pp. 33-34. 


accurately reflects what they had in mind. 
They are: 


1. Ewald Grether’s theory of “Interre- 
gional Trade,’’* as outlined in his es- 
say in Theory in Marketing and as 
further developed in Marketing in the 
American Economy.® Because of his in- 
terest in this phase of marketing, I as- 
sume that he wrote this section in the 
latter book. 

2. Wroe Alderson’s theory of “Searching 
and Sorting” or “Double Sorting” as 
developed in “Progress in the Theory 
of Marketing,’ and in several issues of 
the Cost and Profit Outlook which his 
firm publishes.” 

3. Reavis Cox’s theory of “Distribution 
Channels” as given in his “Towards a 
Theory of Marketing,”® and in Mar- 
keting in the American Economy. As 
Professor Cox was joint author with 
others in each of these publications, I 
have relied to a considerable extent 
also on his essay “Quantity Limits and 
the Theory of Economic Opportu- 
nity.’”® 

4. My own theory of “Adjustments in 
Marketing,” as contained in my essay, 
“Some Functions of Marketing Recon- 
sidered,”!° and my article, ““The Con- 
tactual Function in Marketing.’’!4 


*Ewald T. Grether, “A Theoretical Approach to 
the Analysis of Marketing,” Theory in Marketing, 
Reavis Cox and Wroe Alderson, Eds. (Chicago: Rich- 
ard D. Irwin, 1950), pp. 113-123. 

*R. S. Vaile, E. T. Grether and Reavis Cox, Mar- 
keting in the American Economy (New York: Ronald 
Press Inc., 1952), pp. 487-569. 

* Wroe Alderson, “Progress in the Theory of Mar- 
keting,” in Changing Perspectives in Marketing, op. 
cit., pp. 77-90. 

* Cost and Profit Outlook, Alderson and Sessions. 

*Wroe Alderson and Reavis Cox, “Towards a 


- Theory of Marketing,” JOURNAL OF MARKETING, Octo- 


ber, 1948, pp. 137-152. 

* Reavis Cox, “Quantity Limits and the Theory of 
Economic Opportunity,” in Theory in Marketing, 
Op. Cit., pp. 225-244. 

*E. D. McGarry, “Some Functions of Marketing 
Reconsidered” in Theory in Marketing, op. cit., pp. 
263-278. 

*E. D. McGarry, “The Contactual Function in 
Marketing,” The Journal of Business (Chicago: 
University of Chicago Press), April, 1951, pp. 96-113. 
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In several respects all four are in agree- 
ment. They agree, for instance, in their 
feeling that marketing thus far has devel- 
oped a plethora of individual facts and a 
dearth of conceptual schemes which 
would relate these facts in meaningful 
generalizations. Grether writes: “we are 
surfeited with knowledge in the sense of 
isolated facts and narrow bands of practi- 
cal interpretation. . . . We are groping 
for a more productive approach and for 
better tools of analysis.”!* Alderson ex- 
presses the same attitude, noting that, 
“In marketing, the devotion to the facts 
has been carried almost to the point of 
exclusion of general theoretical inter- 
ests.”"13 Cox (I presume it is Cox) says that 
the interest in finding a new theoretical 
approach to marketing arises from “a 
very widespread and justified conviction 
that students of marketing thus far have 
reaped from their efforts remarkably 
small harvests of accurate, comprehen- 
sive and significant generalizations” and 
“they have achieved too little even in set- 
ting fundamental and significant prob- 
lems for themselves, to say nothing of 
working out procedures for solving 
them.’’!# 

Likewise all of these writers appear to 
consider traditional economic theory in- 
adequate to meet the needs for a concep- 
tual scheme broad enough to encompass 
the varying demands for the analysis of 
marketing problems. Grether who holds 
most closely to orthodox economics, says, 
“The behavior of the firm should be in- 
vestigated not only in a price and mar- 
keting sense, but, under conditions of its 
physical and social environment, in its 
determination of its location, its spatial 
outreach in selling and buying, and its re- 


™ Theory in Marketing, op. cit., pp. 113-114. 
* Changing Perspectives in Marketing, op. cit., p. 


79- 
*“Towards a Theory of Marketing,” op. cit., p. 
198. 


lationships in the marketing channel 
with suppliers on the one hand and buy- 
ers on the other.’ 

Alderson says, “there is no attempt to 
minimize the contribution of economics. 
The fact remains that the issues formu- 
lated by the economist are not the pri- 
mary issues for marketing practice even 
when they deal with the same subject 
matter.” “Economics offers him (the mar- 
ket analyst) only some concepts of de- 
mand which are scarcely susceptible of 
quantitative measurement and which are 
too static to cope with changing and het- 
erogeneous demand in a dynamic econ- 
omy.’’2¢ 

And Cox and Alderson say, “Any mar- 
ket analyst who sees his role as that of fa- 
cilitating adjustments of private and 
public policy in a world of change must 
grow impatient with the faltering at- 
tempts of economic theorists to deal with 
the dynamic aspects of an enterprise econ- 
omy. ... The marketing analyst is 
bound to wonder how the economist can 
expect to cope with change so long as he 
is generally inclined to consider technol- 
ogy outside his proper field of interest.”2” 
“The concepts, implicit or explicit that 
underlie much of economic theory clearly 
fall short of conforming to the facts of 
human behavior.”!* I have written, 
two dimensional logic of those econo- 
mists who use price and quantity as the 
sole analytical measures for their prob- 
lems is wholly inadequate for the under- 
standing of the multidimensional de- 
mand factors that face the marketer un- 
der conditions of high level consump- 
tion.”}® 

These writers are also in general agree- 


* Theory in Marketing, op. cit., p. 117. 

* Cost and Profit Outlook, op. cit., September, 
1951. 

™“Towards a Theory of Marketing,” op. cit., p. 
151. 

* Ibid, p. 141. 

* Theory in Marketing, op. cit., p. 275. 
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ment in turning to the other social sci- 
ences for ideas with which to expand 
their theories. Thus Grether concurs 
with Alderson and Cox in mentioning 
the possible sources for such theories as 
economic theory, group psychology, and 
sociology and ecological studies.2° He 
says, “the interest of the theorizer . . . 
will determine which of the established 
disciplines will be drawn upon, what data 
will be relevant, and to what extent new 
ground must be broken.’’?! I would ex- 
pand this list to include cultural anthro- 
pology, geography, history and philoso- 
phy, and, in fact, any other discipline that 
one might find pertinent. There is no 
limit to the sources from which concepts 
may be drawn, although, of course, most 
of them will come from the social sci- 
ences. 

All of these writers seem to be taking 
the institutional approach,—that is insti- 
tutional in the sociological sense rather 
than in the sense of attempting to classify, 
describe and analyse the operations of 
marketing establishments.?* They think 
of marketing or its segments as patterns 
of human behavior which arise in re- 
sponse to social needs and when these in- 
stitutions fail to meet the changing needs 
of society they will tend to decline and be 
replaced by others. It is accepted that in- 
stitutions are often consciously promoted 
and developed, but their growth, and 
continuance ultimately depend upon 
*Ibid., p. 114. 

*Tbid., p. 114. 


™A reviewer suggests that I reconsider the term, 
“institutional approach”, and substitute the term, 


“functional approach”. There can be no question- 


that the latter term describes more narrowly my own 
approach, however, I question its applicability to 
Grether’s theory. In fact, Grether himself contrasts 
his “interregional marketing-industrial location ap- 
proach with the functional approach.” (See Theory 
in Marketing, op. cit., 121.) Since the functional ap- 
proach is a type of institutional approach, it seems 
that the term used above, qualified as it is, is appro- 
priate. See also Cox’s statement in “Towards a 
Theory of Marketing,” op. cit., p. 143. 


their meeting the changing needs of the 
people they serve. 

As previously observed, the differences 
among the various writers on theory in 
marketing derive largely from differences 
in points of view. 


GRETHER’S VIEWPOINT 


Grether stresses the need to extend the 
theory of the firm and to interrelate it 
with the behavior of the economy as a 
whole, in order to discover how trading 
among firms contributes to the welfare 
of the nation. He thinks this can best be 
done by demonstrating markets in their 
spatial or geographic relationships as rep- 
resented by economic regions within the 
country. He shows how the flows of goods 
develop between regions having different 
types of needs and different types of re- 
sources. He indicates how these flows of 
goods influence the localization of indus- 
try and the character of local, regional 
and interregional marketing. He relates 
these concepts to many of the current 
marketing problems, such as product dif- 
ferentiation, delivered price structures, 
branch plant location and freight rates. 
In doing this he obviously has in mind 
the idea that by means of a rational mar- 
keting structure uninhibited by trade 
barriers and other entrenched trade prac- 
tices a much stronger economy could be 
developed. Moreover, he feels that, “If 
desired, one can follow the trend of anai- 
ysis begun with the region in relation to 
other regions into practically all phases 
of marketing behavior and, in fact, of 
economic behavior.”’** 

Grether’s approach is wholly within 
the framework of theoretical economics. 
He deals with prices, quantities and costs 
and seems to give but a passing nod to 
non-price factors. Essentially he is discuss- 
ing the concept of place utility as devel- 


* Theory in Marketing, op. cit., p. 120. 
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oped by the earlier economists. He starts 
with an assumed situation of price com- 
petition and works forward by changing 
this assumption. His theory is essentially 
static in the sense that he treats condi- 
tions as of a given time and then at an- 
other given time when these conditions 
have changed. He assumes that certain re- 
gions are endowed with certain resources 
and certain needs and theorizes that mar- 
keting tends to bring these resources and 
needs into equilibrium throughout the 
country by means of its pricing mecha- 
nism. He includes in his theory the loca- 
tion theory of Alfred Weber and Reilly's 
law of retail gravitation. 


ALDERSON’S VIEWPOINT 


From Alderson’s point of view the 
major problem of marketing is not the 
flow of goods from region to region but 
the sorting and re-sorting of goods from 
the time, place and form in which they 
are extracted from nature to the time and 
place where, in their final form, they are 
ready for consumption. He says, “demand 
is not constituted by the needs of a given 
population at a given time,” nor is it “‘sat- 
isfied by the supplies which happen to ex- 
ist at a given instant, but by effort 
planned and sustained over a period of 
time.”** The process of double sorting 
“involves the application of marketing 
effort to market opportunity.” Sorting 
is related to the economic postulate con- 
cerning the allocation of resources. It 
means on the one hand the separating out 
of different kinds and qualities as well as 
breaking a homogeneous stock down into 
smaller lots, and on the other “the build- 
ing up of an assortment of goods to fit 
the current expectations of consumer 
needs.”’26 


* Changing Perspectives in Marketing, op. cit., p. 
86 


*Ibid., p. 87. 
*Ibid., p. 85. 


To Alderson marketing has two mean- 
ings, “the creation of place utility by 
labor not different from labor’s creation 
of form utility. The utility in this mean- 
ing is physical use-value. The other 
meaning is the institution of bargaining 
which is not a physical process of delivery 
and exchange but a process of negotiat- 
ing, of agreeing upon scarcity values and 
delivery of ownership at these values.”’?7 
Thus Alderson, while recognizing Greth- 
er’s physical distribution point of view, 
adds another element. Moreover, he be- 
lieves marketing is focused upon the at- 
tainment of expectations which involve 
the individual’s place and status rather 
than or in addition to the attainment of 
an equilibrium of physical goods. 

Alderson’s frame of reference appears 
to be sociological and _ psychological 
rather than purely economic. His meth- 
odology, derived largely from John R. 
Commons, is strongly conditioned by his 
wide experience in empirical research to 
find the sources of wants and the organi- 
zational means for satisfying them. Alder- 
son’s theory is dynamic, visualizing the 
process as in a constant state of flux, with 
“old products disappearing and new ones 
being established with the speed and de- 
cisiveness of mutations in_ biological 
evolution.”?* Unlike Grether’s economic 
approach, which can be largely validated 
by statistical analysis, Alderson’s is more 
vague, more philosophical and perhaps 
more difficult of validation. 


Cox’s VIEWPOINT 


In Cox’s view the significant phase of 
marketing is the way in which the various 
agencies cooperate in getting goods from 
the producer to the consumer. This leads 
him to propose the concept of the 
channel of distribution as an economic 


Ibid., p 83-84. 
Ibid., p. 89. 
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entity. He says, “effective competition de- 
pends upon cooperation among individ- 
uals to compete as groups with other co- 
operating groups more than rivalry 
among individuals as such””® and, “‘com- 
petition takes place between entire chan- 
nels rather than between individuals 
along the channel.’’®° The channel is “the 
combination and sequence of agencies 
that participate in bringing a good into 
existence and moving it into consump- 
tion.”*! The manufacturer must take the 
responsibility for following his product 
through to consumption; he must inter- 
est himself in what his dealers do and seek 
to maintain their stability and continu- 
ity. 

“We can best understand the channel 
of distribution by thinking of marketing 
as a combination of flows moving 
through business organizations to ulti- 
mate consumers.’’®? These flows include 
not only the goods themselves, but also 
the responsibilities of ownership, financ- 
ing, risking, accumulation and transmis- 
sion of information, and payment. 
“Agencies are differentiated . . . ac- 
cording to the combinations of flows 
in which they participate.”’** Thus, “the 
seemingly chaotic multitude of market- 
ing agencies really forms itself into sys- 
tematic channels down which various 
flows of marketing move.”** Through 
the use of this concept Cox is able to treat 
the entire structure of marketing includ- 
ing integrated agencies, monopolistic ele- 
ments, brands and price structures. 

Although Cox, like Grether, takes his 
departure from the economics of the 
firm, he apparently feels that the concept 
of the firm is too narrow for the purpose 

* Theory in Marketing, op. cit., p. 237. 

* Tbid., p. 239. 

* Ibid., p.. 238. 

* Marketing in the American Economy, op. cit., 
pp- 113-114. 

* Tbid., p. 121. 

* Ibid., p. 129. 
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of marketing analysis. Like Alderson he 
looks to institutional economics for a 
more useful set of concepts, and utilizes 
the sociologist’s theory of organization a; 
a basis for his theory of a channel as an in- 
dependent entity. It seems that Cox is not 
entirely satisfied with the economic as- 
sumptions underlying much of the pres. 
ent day theory of competition, particu- 
larly as it is applied to the discussion of 
public policy. He says, for instance, that 
“among marketing men there exists an 
uneasy feeling that at last some of the 
policies (being) established would be 
substantially different if the facts of mar- 
keting as they ought to be known to mar- 
keting men were included in the support- 
ing theories,” instead “they rest upon a 
careless acceptance of mere conventions 
as objective facts.’’* 


My own attempt to set up a theory of 
marketing began with the belief that the 
conventional explanation of advertising 
as a force in our economy was inadequate. 
I share the views of Otto Kleppner who 
observed that the writers on the subject 
“fail to produce a tenable statement of 
the function of advertising in our 
economy, especially one that illuminates 
the role of national competitive advertis- 
ing as a part of our whole industrial sys- 
tem.’’8¢ This approach led to a considera- 
tion of how we select the products we buy 
and how those products are made to con- 
form to what we want. The treatment of 
these questions in most marketing trea- 
tises seemed confused, inconsistent and 
superficial, for, while mentioning the ir- 
rational and emotional motivations 
which lead consumers to select the goods 
they do, there is usually implicit in their 


*“Towards a Theory of Marketing,” op. cit., p. 
139. 

* Otto Kleppner, Where Does Advertising Fit In? 
Pamphlet published by the Association of National 
Advertisers, 1952. 
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assumptions a rational type of behavior 
which seldom exists. They tend to think 
in terms of the inherent qualities of 
goods rather than psychological attitudes 
toward these goods, and to think of needs 
as physical or biological requirements 
rather than psychological and emotional 
desires. The broadest possible generaliza- 
tion seemed to be needed for an under- 
standing of this process. This could be 
found by comparing modern methods of 
satisfying our wants with those of more 
primitive cultures, since the common 
problem of primitive and modern man is 
to adjust themselves to their enviroments 
and to adjust their environments to their 
wants. Thus the modern counterpart of 
man’s taking things directly from nature 
comes about through making things for 
sale and choosing from the things that are 
offered for sale. 

In this framework of adjustment of 
man and his environment, marketing is 
the great intermediary force. Its agencies 
maintain the contact between the pro- 
ducing agencies and consumers. Through 
their constant search for and selection of 
products which can be offered to the con- 
sumer they modify the products which 
are made; through their efforts to per- 
suade consumers to take the products 
which are produced, they condition 
peoples’ likes and dislikes; through their 
pricing methods, they adjust the costs of 
making and distributing products to 
what consumers can afford to spend; and 
through their storing and transporting 
products they adjust the time they can be 
consumed and the place where they will 
be consumed. These fundamental activi- 
ties which marketing institutions per- 
form I have labeled the functions of mar- 
keting. 

In this setting marketing is that essen- 
tial part of the industrial process which 
enables consumers to fill their uniquely 
individual and constantly changing 


needs from among products mass-pro- 
duced by industry. Advertising is not a 
device dreamed up by business men to 
foist upon the consumer goods he does 
not need at prices he cannot afford to pay; 
it is the modern method of persuading 
free people to choose the products that 
best fit their desires, however rational or 
irrational those desires may be. Through 
these choices, in turn, expertly inter- 
preted by the various marketing agen- 
cies, the products of industry are con- 
stantly modified and changed to conform 
to the public demand of the moment. 

Although most of the other theories 
which have been advanced fit well into 
the general theory of adjustment, the 
orientation is from a different point of 
view. Thus where Grether is thinking in 
terms of resources and overall require- 
ments of regional populations, I am 
thinking of changes in products and psy- 
chological satisfactions. Where Cox em- 
phasizes the flow of goods from one mar- 
keting agency to another in the channel 
of distribution, I emphasize the contac- 
tual relationships between the various 
agencies. Where Alderson treats sorting 
and resorting of physical goods, I empha- 
size the attitudes of people toward the 
goods,—the effects of these goods in satis- 
fying desires. To me marketing is most 
important in molding and shaping hu- 
man relationships and attitudes rather 
than in the physical handling of goods, 
however important that may be. 

In centering attention on the four 
theories considered, I do not wish to 
ignore nor to minimize the contributions 
of others in developing new marketing 
concepts. The work of Leo Aspinwall in 
his base of production theory, in which 
he attempts to rationalize marketing pat- 
terns through a new classification of 
goods according to their marketing char- 
acteristics should be mentioned. His per- 
tinent observations of consumer be- 
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havior, store location and layout and the 
relationships of other fundamental fac- 
tors to the marketing structure are not 


only highly stimulating but they also 


open the opportunity to a wide range of 
new theoretical approaches. Unfortu- 
nately for us, however, Aspinwall has not 
yet published his material. 


TEsts oF THEORY 


It is appropriate to re-emphasize that 
we are dealing only with the incipient 
stages of theory formation. At this stage 
the thinking is more in the nature of con- 
jecture, inference and speculation about 
the facts we already know than in the col- 
lection and analysis of new facts. 

Before marketing theories can be ac- 
cepted and principles drawn from them 
they must be tested, elaborated and fitted 
into the facts. The first test is, of course, 
a matter of logic. Does the theory make 
sense? Is the inference made logical from 
the point of view taken by the author? Is 
the formulation consistent throughout? 
Theories have to be subjected to the most 
rigid criticism by the competent scholars 
in the field. 

The second test is a pragmatic one. 
Does the theory fit the facts? Is it realistic 
in the light of what we already know? It 
may be expected that most of the theories 
will have to go through a process of modi- 
fication before they will be acceptable. 

Along with the tests of logic and 
realism the third test of significance must 
be applied. Just how significant is the 
particular theory, assuming that it fits the 
facts and is logical? Does it contribute 
anything to our understanding and in- 
sight? Is it merely play-logic or does it 
reach down into the fundamental issues? 
There will of course be many conflicts of 
judgment and opinion in this area, but 
the ultimate result should be clearly 
reasoned and carefully refined concepts 
which will fit the situations as we know 


them and aid in explaining what is hap- 
pening. 

The final test of the theory should be 
in terms of expansibility. Does the theo 
lead to further questioning and thinking 
about the subject? This test has been well 
expressed by Conant: ““The test of a new 
idea was not only its success in correlating 
the known facts, but even more its success 
or failure in stimulating further experi- 
mentation and observation which in turn 
were fruitful.’’87 


THEORY WILL HELP SOLVE 
SPECIFIC PROBLEMS 

Out of all this groping around to find 
explanations should eventually come a 
body of tested theories which will help 
answer some of the critical problems of 
the day. The question of whether or not 
marketing is costing too much can only 
be answered when we are able to visual- 
ize the functions which marketing must 
perform, not simply in terms of monetary 
costs and prices but viewed in its entire 
social setting. Whether there are too few 
or too many agencies engaged in market- 
ing has vast social implications as well as 
narrow economic ones. The desirability 
of so-called monopolistic competition 
among brands must be considered in 
terms of its aid to consumer choice as well 
as in terms of price rigidities. The social 
desirability of advertising with all its im- 
plications of the rights of free speech in a 
democratic world must be weighed in 
terms of its total impact upon the wel- 
fare of society. The problem of so-called 
discrimination in trade must be weighed 
against the ancient right of buyers and 
sellers to select their opposites. New 
points of view with different frames of 
reference should enable us to orient our 
thinking toward a consistent approach to 
these problems. 


* James B. Conant, “Science and the Practical 
Arts,” Harvard Business Review, Autumn, 1947, P- 
548. 
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A’ American professor of marketing re- 
ports that certain prototypes of de- 
partment stores such as Fitz-Alwyne’s as- 
size stalls and Royal Exchange founded 
by Sir Thomas Gresham did begin their 
existence as early as 1189 and 1570 re- 
spectively. A well-known German au- 
thority on department stores reports that 
Georges Vicomte d’Avenel was giving 
evidence to the fact that a certain type of 
department store did exist in Paris in 
about 1725.” But, such premature flowers 
did not bear fruits. They did not enjoy 
the perpetual succession which culmi- 
nated in modernized department stores. 

In Japan, we can find at least several 
stores that have continued to enjoy per- 
petual succession since their inaugura- 


TABLE 1.—JAPANESE DEPARTMENT STORES 
oF HISTORICAL IMPORTANCE® 


Year of Year of 
Name Inauguration Departmentization 
Matsuzakaya 1611 1910 
Shirokiya 1662 1908 
Mitsukoshi 1673 1904 
Daimaru 1726 1908 
Yamagataya 1752 1934 
Temmaya 1819 1925 
Fujisaki 1820 1932 
Takashimaya 1831 1909 


*P. H. Nystrom, Economics of Retailing, 1930, pp. 
59, 61-2. 

*J. Wernicke, Das Waren- und Kaufhaus, 1926, S. 
1. Cf. R. M. Hower, History of Macy’s of New York, 
1858-1919, 1946, pp. 66-97, 411-416. 

* G. Fukami, “Definitions and History of Depart- 
ment Stores,” Department Store Management (in 
Japanese), ed. by Shimzu and Tsuchiya, 1951. 

*S. Matsuda, Department Stores (in Japanese), 
1939, p. 128. 

Y. Hirai, “Positions of Department Stores in Pres- 
ent Day Economic Society,” Department Store Man- 
agement (in Japanese). 

Depato Shimbunsha, Department Stores Directory, 
1951. 
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tion in the years between 1611 and 1726 
down to the present day, and have devel- 
oped into the advanced types of depart- 
ment stores as they are now. 

Table 1 lists the names of those men- 
tioned above and some others of later 
origin. 

Incidentally, the names of department 
stores in Japan having presently more 
than 1,000 employees are as follows: 


TABLE 2.—JAPANESE DEPARTMENT STORES 
HAVING More Tuan 1,000 Emp.Loyers* 


Daimaru (4195) Shirokiya (1080) 
Kintetsu (1501) Hankyu (1842) 
Mitsukoshi (3796) Isetan (1049) 


Toyoko (1600) Matsuzakaya (4083) 
Daiwa (1053) Takashimaya (3610) 
Matsuya (1100) 


Note: Figures in parentheses are those of em- 
ployees. 


As regards Mitsukoshi, they adopted a 
cash-sale system in 1673, the very year of 
their inauguration. In connection with 
this cash-sale system, a story is still in the 
author’s recollection that, in 1866, 
Charles Digby Harrod, the son of the 
founder of Harrods, London, being 
struck by the fact that West End shops 
were charging exorbitant prices mainly 
because they were forced by customers to 
give two or three years credit, seized the 
opportunity by advertising that he was 
prepared to give better value for cash 
than could be obtained from any other 
shop in London.° Incidentally, the year 
1866 mentioned above is the very year of 
Harrods’ extension into a department 
store.® 

Depato Shimbunsha, op. cit. 

5 Given by Mr. M. Acton of Harrods. 


* Dr. Wernicke however maintains 1907 as the year 
of Harrods’ departmentization. 
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In 1683, Mitsukoshi adopted a price- 
label system, i.e., a system of marking 
goods in plain figures. They began to ask 
one price for one kind of goods. Shirokiya 
and others followed suit without delay. 
“Marque en chiffres connus, et a prix 
fixe, de toutes les marchandises,”’ one of 
the important mottoes of Aristide Bouci- 
caut, the founder of Au Bon Marché, 
found its realization in Japan by the fore- 
runners of department stores about 170 
years before the foundation of Au Bon 
Marché.” 

Departmental organization was intro- 
duced by Mitsukoshi in 1904. To show 
the years of departmentization of some 
stores just for the sake of comparison, 
1899 is the year for Whiteley, 1907 that 
for Selfridge and 1900 that for Hermann 
Tietz, Berlin. 


THE Ess AND FLOW OF JAPANESE 
DEPARTMENT STORES 


It may easily be imagined that the Jap- 
anese ancient régime, characterized by 
the feudal system and a seclusion policy, 
fettered the commercial activities of the 
pioneering entrepreneurs of Japanese de- 
partment stores. In principle, without ap- 
proval on the part of the authorities con- 
cerned, they could not carry out a pro- 
gressive business policy, nor exhibit their 
marketing and merchandising skill. 

The Meiji Restoration (1868) emanci- 
pated them to a great extent, but it was 
not until late at the middle part of the 
Meiji era, i.e., at about the beginning of 
this century, that a new start could be 


made to modernize department stores. 


The closing of World War I marked the 
beginning of their expansion. 

Terminal stores began to appear be- 
tween 1931 and 1934, just to complete 
the department stores constellation 


*F. Ambriére, La Vie Secréte des Grands Magasins, 
1932, p. 21. 


amongst the urban system of marketing 
organization. However, cut-throat com. 
petition between department stores and 
independent retail stores was gradually 
assuming the character of a social prob- 
lem at about this time. In the face of 
these difficulties, Japanese department 
stores established among themselves a so- 
called self-discipline agreement to re- 
strain aggressive trade methods, such as. 
conducting too frequent bargain sales, 
opening ‘circuit’ stores in rural towns, or 
establishing too many branches in distant 
localities. In line with this policy gener-. 
ally recognized and supported at that 
time, the government formulated a Com- 
mercial Association Law and a Depart- 
ment Store Law, which served, to a cer-. 
tain extent, to regulate the department 
store business. 

World War II, a bad dream as it were 
to all Japanese, annihilated all they pos- 
sessed. At this point readers are requested 
to refer to Table 3. Net sales of depart- 
ment stores declined from 100 in 1938 to. 
55 in 1944, and to 29 in 1946. These fig- 
ures are significant as showing a precipi- 
tous drop by about one half toward the 
end of the war, and by about two-thirds 
during the economic prostration which 
followed it. The indexes of the ratio of 
department store sales to national in- 
come show even worse figures. According 
to these, Japanese department store sales 
declined from 100 in 1938 to 31 in 1944, 
and to 21 in 1946. A more terrific decline 
is seen in the sales of textile goods. The 
indexes for these goods dropped from 
100 in 1941 to 31 in 1944, and to 8 in 
1946. This was the actual picture of tex- 
tile goods supplies right after the war in 
Japan which once boasted of occupying a 
leading position among the textile goods 
exporting countries of the world. 

As an aside it may be observed that 
Japanese experienced their most difficult 
days in 1946. They were really hobbling - 
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TABLE 4.—JAPANESE DEPARTMENT STORE SALES BY MERCHANDISE LINES, 1951 


Merchandise Lines Ratio to 
Total 


Sales 


(U. S. A.) 


Merchandises 


‘Textile Goods 48.88 


Piece Goods and Domestics 6.7 
Women’s, Misses’, and Juniors’ 
Ready-to-Wear 19.5 
Ready-to-Wear Accessories 19.5 
Men’s and Boys’ Clothing and 
Furnishings 10.7 
Small Wares, Toilet Goods, Notions Small Wares, Toilet Goods, Notions 
and Novelties 19.64 and Novelties 11.3 
Home Furnishings 8.26 Home Furnishings 24.0 
Regular Cost Departments 1.31 Regular Cost Departments 3.3 
Miscellaneous 1.49 Miscellaneous 5.0 
Provisions 12.67 
Refreshment Rooms 1.80 
Mail-Order Business, Canvassing 
and the Like 3.91 
Wholesaling 2.04 
Total 100.00 100.00 


and tottering in the very daily livelihood, 
losing their way of living amidst scorched 
remains and gloomy shacks. Food short- 
age and inflation were imminent and 
drove the people to desperation. 

To almost all Japanese, it was like a 
dream, a thing very hard to believe, that 
after seven years of difficult days they 
should find themselves not only alive but 
also on the way to recovery as seen by 
sales of department stores, which are 
nowadays understood to represent the 
purchasing power of the people at large. 
The economic status of Japan has now 
already recovered at least to 56—75 as 
against 100 prior to the war. 


MARKETING THROUGH JAPANESE 
DEPARTMENT STORES 


Department store sales comprised 
about 4 per cent of all retail trade in_ 
1938. This rose to 5.7 per cent in 1950.8 

As regards the merchandise lines Jap- 
anese department stores are handling, see 
Table 4.° They are of wide variety in- 


5S. Matsuda, “Department Stores as a Type of 
Retail Operation,” Department Store Management 
(in Japanese). 

*NSDA Annual Report, 1951. 


deed, but are for the main textile goods. 
As in the case of American department 
stores, Japanese stores are prominent in 
the sale of dry goods.'° In order to make 
the Table more useful, the author took 
the liberty to quote from the work of Mr. 
Foster, Miss Love and others, who, the 
author hopes, will be generous enough to 
permit it.14 

Of the Japanese consumer’s budget, ex- 
penditure for provisions occupy 55 per 
cent, while those for textile goods only 14 
per cent. It is therefore interesting to 
note that Japanese department stores are 
indeed handling textile goods for the 
most part, but they are not depriving con- 
sumers of their money so much as could 
be superficially imagined.?? 


* “Tn common practice however, the term (depart- 
ment store) is applied only to stores in which dry 
goods, apparel, and home furnishings are handled.” 
P. H. Nystrom, Economics of Retailing, 1930, Vol. I, 
p. 125. 

* Adapted from F. L. Foster, Jr., Operating Result 
of Department and Specialty Stores in 1949 (Harvard 
University Bureau of Business Research Bulletin No. 
132), Pp. 5. 

2 Y. Tsuchiya, “Department Store Accounting in a 
New Light of Public Relations,” Present Day Com- 
mercial Theory and Practice (in Japanese), Vol. I, 
1952, ed. by Japanese Academy of Commercial 
Sciences. 


ae 
x 
- 
= 
Ratio - 
4 - — 
ae 
: 
we \ 


JAPANESE DEPARTMENT STORES 


45 


TABLE 5.—OPERATING RESULTS OF SOME JAPANESE DEPARTMENT STORES. First HALF YEAR, 1950 


Net Gross 
Store Sales Margin 


Total Net 


Depreciation Net 
Expense Profit 


and others Gain 


Millions of Yen 4,064 

A Per Cent of 100.0 
Net Sales 

B 4,681 

100.0 

Cc 931 

100.0 

D 368 

100.0 


633 


OPERATING RESULTS OF JAPANESE 
DEPARTMENT STORES 


One or two of the first concerns of a 
store operator are the problems of gross 
margin and expenses. Net profit and net 
gain are indeed the ultimate aim of the 
store operator, but this is after all the re- 
sult of gross margin and expenses. It 
would be too late to worry at the end of 
a fiscal term about operating results which 
were unexpected, appearing in the shape 
of profit and loss. The capable operator 
will always use the utmost discretion from 
the beginning of the term to balance gross 
margin with total expense so as to expect 
the right profit and gain at the end of the 
term. 

Before going further into details con- 
cerning the problems of gross margin, ex- 
penses, etc., let us first try to obtain a 
bird’s-eye view of the whole field of op- 
erating results. Figures in Table 5 show 
the actualities learned of a few existing 
Japanese department stores.1* Note, how- 
ever, that the names denoted by alpha- 
bets are unrelated with the initials of 
their real names. 

According to Table 5, the gross mar- 
gin ranges from 16.9 to 17.8 per cent of 
sales, total expense from 13.4 to 16.5, net 
profit from 1.3 to 3.4, and net gain from 
1.0 to 1.7. These are but a few instances, 
but they demonstrate the general aspect 


* Tsuchiya, Ibid. 


of operating results of Japanese depart- 
ment stores. 

A total merchandise cost calculation 
may be made easily from the Table. By 
finding the complement of gross margin 
percentages 16.g—17.8, we obtain the cost 
figures 82.2—83.1 per cent. These figures 
are, of course, an average. It is said,’ in 
the case of fashion goods, fancy goods and 
the like, the stores will operate on a gross 
margin higher than the average, reducing 
the cost percentage as far as 75 per cent. 
In the case of food and daily necessaries, 
the gross margin will be lower than the 
average, increasing the cost percentage as 
far as 89 per cent. 

As regards gross margin, unlike Ameri- 
can department stores, whose figures are 
34-9—35-8 per cent in the case of inde- 
pendent department stores, and 35.0— 
35-85 per cent in the case of group depart- 
ment stores, the figures for Japanese stores 
are generally supposed to be somewhere 
around 17 per cent, far lower than the 
American figures. 1° Table 5 too evi- 
dences this. The reasons for this striking 
difference will be made clear to a certain 
extent later in connection with expenses 
figures which show also a wide difference 
between the two countries. 

As the gross margin is, as already 

Tsuchiya, Ibid. 

* Foster, Jr., op. cit., p. 25. 

* The gross margin (Brutto-Aufschlag) of German 


department stores were 30.6—33.0% in 1937. Ueber- 
blick, May 25, 1940, p. 127. 
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TABLE 6.—COMPARATIVE List OF RETAIL GROSS MARGINS 
Per Cent of Sales 
X Department Independent 
Merchandise Lines Store™ Small Business (Germany)*® (England)™ 
1951 1951 1937 1938 
Foot-Gear (Japanese) 20.4 26.2 
Books 19.4 13.6 26.5—30.5 25.0 
Occidental Dresses 18.1 49.2 29.3—31.9 34.5 
(Men’s) 
Haberdashery 20.7 18.5 32.3—35.8 31.5—34,0 
Toilet Goods 23.6 16.4 27.9—29.7 24.0—29.0 
Stationery 25.3 22.9 33.6—36.8 34.0 
Watches 43.4 32.9—39.2 42.0 
Shoes 23.6 25.4—26.9 26.0—28.0 
Bicycles 30.6 27.9—32.7 36.0 
Fruits 23.0 18.9—24.2 27.0 
TABLE 7.—ANALYsIs OF ToTaL EXPENSES pointed out, one of the first concerns of a 
OF JAPANESE DEPARTMENT STORES. ‘ 
First Hatr YEAR, 1950 store operator, the author thinks it to be 
of some value to have here a kind of com- 
Net Soleo Parative list of retail gross margins. 
Total expense is, in a sense, a source of 
A Payroll 8.58 headache or rationalization policy. But, 
Traveling Expenses 0.29 it i i j 
a en it is really, at the same time, a key with 
Meetings 0.11 which one can open the door to profits. 
ee and Publicity Le This is especially true in this advanced 
Packing Materials 0.75 age of cut-throat competition. The fol- 
Repairs 1.04 lowing are actual figures obtained from 
Communication 0.28 
lasurance 0.05 certain Japanese department stores.”! 
Light and Fuels 0.39 i 
According to Table 7, total expenses 
Rentals 0.13 range in this case from 14.85 to 16.5 per 
Taxes 0.98 idi q 
[ae cccan Bad Debte 001 cent of net sales. As has been said in con 
Total Expense 15.60 nection with the gross margin, these are 
B Payroll a 734 but a few instances, but one may well 
General Manager Division 1.35 judge conditions surrounding Japanese 
Secretary Division 2.93 . 
Treasurer Division 1.82 department store operating expenses. 
Advertising and Publicity 1.51 In contrast with the Japanese figures, 
Total Expense 14.85 . 
American total expenses amount to 32.2 
—34.0 per cent showing a striking differ- 
Repairs 0.5 ence between the two countries.?? The 
Taxes and Rates 1.3 i 
3.4 reasons for this, as well as for the differ 
Other Unclassified 1.4 ence in gross margin treated above, may 
Total Expense 16.5 


Tsuchiya, Ibid. 


% Tsuchiya, Ibid. Institute for Taxpayers Business 


Management. 


*” Adapted from Ueberblick, 8 Jahrgang, Heft 10, 


25. Mai 1940, S. 127. 


* Adapted from J. B. Jefferys, The Distribution of 


Consumer Goods, 1950, Chart IV. 


be explained as follows:*8 


1. The system and methods of calcula- 
tions are different. In other words, Jap- 


Tsuchiya, Ibid. 

Foster, Jr., Ibid. 

* Tsuchiya, Ibid. R. G. Walters and J. W. Wingate, 
Fundamentals of Selling, 1942, pp. 514-5. With the 
permission of South-Western Publishing Company. 
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anese stores exclude such items as de- 
preciation and interest on invested 
capital from total expense, while Amer- 
ican stores include these items, which 
in 1949 were 0.45—0.65 and 1.2—1.25 
per cent respectively.*+ 

2. Merchandising policies are different. 
In other words, in the selection of mer- 
chandise, American stores put more 
weight on style goods and the like, 
which necessarily require more fre- 
quent markdowns in the course of 
salesmanship activities, than is the case 
in Japanese stores. Or, American stores 
put more weight on high-grade mer- 
chandise, expensive to sell, low in turn- 
over and small in sales volume, which 
necessitates a higher gross margin. 

3. The degrees of industrialization in the 
two countries are different. In other 
words, the United States of America is 
more industrialized than Japan. This 
fundamental difference in the eco- 
nomic conditions between the two 
countries explains the following facts: 
In America, as compared with Japan, 
production is more advanced through 
the use of machinery, which reduces 
the cost remarkably. Mass production 
is more concentrated in a small area. 
These circumstances place an addi- 
tional burden on distribution. The 
distribution side of the business has to 
find new markets for the increased out- 
put. As a logical consequence, the per- 
centage of distribution cost becomes 
relatively larger than ever against pro- 

- duction cost even though the actual 
cost of distribution in money remains 
the same. It is said that, in America, 
the ratio between production cost and 
distribution cost is on an average 41: 
59, while in Japan it is generally un- 
derstood to be on an average 60 : 40.75 


* Foster, Jr., op. cit., p. 25. 

* Walters and Wingate, op. cit., p. 510. These 
American professors go further to comment, most 
pertinently: “Hence in deciding whether the costs of 
distributing a certain article are too high, we must 
not consider merely the increase in the percentage of 
distribution cost. We must also consider the increased 


As per Table 7, payroll items are a con- 
siderable part of the total expenses: 


49% 


(U. S. A.) Independent Department 
Stores with Sales of 20-50 Million 
Dollars 


It is said that the percentage was 40 
per cent before the war, but is reaching 60 
per cent. As a matter of fact, this consti- 
tutes a genuine source of headache on the 
part of the management. We shall come 
back to this problem later once again. 

In the expense analysis of A depart- 
ment store in Table 7, the item of adver- 
tising and publicity comes second in the 
order of the amount spent. It is reported 
that the cost of advertisements inserted in 
newspapers by department stores in To- 
kyo during September, 1950, amounted 
to 16 million Yen, making up 6.7 per cent 
of the advertisements carried by these pa- 
pers. In the order of the amount spent on 
newspaper advertising, we have the fol- 
lowing merchandise lines or business 
lines: 

1. Drugs, chemicals and medical instru- 
ments. 2. Theatres. 3. wanes. 4. Depart- 
ment stores. 5. ...... 

Net Profits shown in Table 7 range 
from 1.3 to 3.4 per cent as against the 
American figures, 1.5—3.65 per cent.?8 

Net gain figures are 1.0—1.7 per cent as 
compared with the American figures, 3.8— 
6.25 per cent which are those before fed- 
eral income taxes are paid.”® 


burden placed on distribution by increased produc- 
tion and by the concentration of production in a 
small area,” p. 515. 

P. D. Converse, “Development of Marketing 
Theory, Fifty Years of Progress,” Changing Perspec- 
tives in Marketing, 1951, ed. by H. G. Wales, pp. 25- 
28. 

* Foster, Jr., Ibid. 

™ Matsuda, Ibid. 

Foster, Jr., Ibid. 
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JAPANESE DEPARTMENT STORES, 
PRESENT AND FUTURE 


In concluding the present report, some 
aspects characterizing Japanese depart- 
ment stores today and tomorrow warrant 
a few words: 


1. Polytype Stores. Japanese depart- 
ment stores are now being operated 
mostly under very able executives. Most 
of these are graduates of universities. Al- 
most every leading department store has 
among its staff several executives once 
sent to U. S. A. and other countries to in- 
vestigate or study the most advanced 
business types and methods, that had just 
come out there. 

Nowadays, Japanese department stores 
operate not only the original genuine 
type of department stores for the most 
part, but also other types of stores. Some 
of these are on a department-store chain 
basis. Even the voluntary chain types or 
supermarket types are finding their 
domiciles under the roof of department 
stores. What is more, they resort to almost 
all kinds of sales methods, such as mail- 
order business, installment selling, can- 
vassing, and sales on credit, to obtain an 
advantage.*° 

In view of these facts, it may be said 
that Japanese department stores are, in a 
sense, really polytype stores, if the author 
be allowed to introduce a new word. 

2. Amusement Centers. Question- 
naires answered from 464 men and 
women in Tokyo once revealed that such 
factors as variety in goods (22.2 per cent), 
reliability in salesmanship (18.6), reason- 


able and moderate prices (18.1), conven- 


ient location (11.6), ease in shopping 
(g.0), pleasant atmosphere (8.2) and good 
quality (8.0) were attracting customers to 
department stores. 

Japanese department stores are attract- 


Hirai, Ibid. 


ing not only women but also men and 
children. The argument advanced by 
American professors, “Men dislike 
crowded aisles and slow elevators and do 
not want to spend as much time as women 
do in shopping,’’*' certainly applies to 
Japanese stores, too, to a certain extent, 
but there can always be seen numbers of 
men and children jostling in these stores 
to the amazement of sightseers from 
abroad. 

People commonly take to them as to 
public parks, permitting free access to all 
kinds of attractive accommodations, fur- 
nished by the exercise of elaborate 
capitalistic minds. A recent feature of 
Japanese department stores is to hold fre- 
quently various kinds of exhibitions, 
side-shows and other entertainments 
mostly free of admittance charges. Verily, 
Japanese department stores are, in a 
sense, amusement centers for the Japa- 
nese populace at large. 

3. High Turnover, a Panacea. Japa- 
nese department store executives are now 
much concerned in cutting down the per- 
centage of payrolls, which amounted to 
7.34—8.58 in 1950 as shown in Table 7. 
If this proves to be actually impossible, 
they will at least try to satisfy themselves 
with just stopping the increase in the per- 
centage. 

As shown in Table 3, the available 
floor space index recovered to 75 in 1951 
as compared with 100 in 1938, while the 
employees index recovered only to 57. 
This unbalance between space and em- 
ployees will be understood more clearly 
by stating that, while space per employee 
was 17m? in 1938, it was 23m? in 195]. 

Japanese department store manage- 
ment is very reluctant to increase the 
number of employees, who make it a rule 
to demand higher wages through the 
threat of strike at least twice a year, June 


= P. D. Converse and H. W. Huegy, The Elements 
of Marketing, 1946, p. 345. 
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and December, the months when bonuses 
are distributed. This attitude on the part 
of the management will obstruct the ex- 
pansion of available floor space, for the 
number of square meters per employee 
may become another source of labor dis- 
putes. 

Under these circumstances, how will 

they find their way out? The only way is 
maximum employment of both space and 
employees, by enhancing the rate of stock 
turnover. 
- Incidentally, the payroll of Japanese 
department store employees is far greater 
than the average, to say nothing of gov- 
ernment officials. But they are going to 
gain more ground, while securing the 
inch already acquired. Two recent labor 
disputes, at Mitsukoshi and Takashi- 
maya, evidence this fact to the fullest ex- 
tent. 

Aristide Boucicaut, the founder of Au 
Bon Marché, increased the turnover rate 
from, then prevailing, 0.5 to 6.52 The 
turnover of American department stores 
was 4.4 in 1949.5* Now, Japanese depart- 
ment store leaders are exerting their ut- 
most efforts to increase the turnover from 
the pre-war figure of 8.4 to 20 or 24.** 

4. Merchandise Exchange Check 
(Gutschein), as Good as Cash In and Out 
of the Store. In 1951, Japanese depart- 
ment stores issued, or more pertinently 
sold, 2,377 million Yen of merchandise 
exchange checks making up 2.26 per cent 
of sales.* 

The check is a document by which a 
store promises to deliver any merchan- 
dise in hand in exchange therefor to an 
amount designated on the document. As 
it is only convertible into goods in the 
store, or its affiliated stores, issuing the 

* Ambriére, op. cit., pp. 22-3. 
* Foster, Jr., op. cit., p. 6. 


Matsuda, Ibid. 
*NSDA Anual Report 1951. 


same, the sale of the checks is equivalent 
to the sale of goods, the price of which is 
being paid in advance. In other words, 
the store holds the goods already sold 
under custody. 

Japanese are rather fond of making 
presents. It is commonly understood to 
agree more with Japanese etiquette to 
make a present with a check rather than 
with unveiled cash. This seems to be the 
main reason for the popularity of this 
document among Japanese people. 

At present, Japanese department stores 
welcome this usage, but on the other 
hand they complain a little of the high 
rate of local taxes, the maximum of 
which is fixed presently at 10 percent, and 
of the expenditure involved in manu- 
facturing checks and in doing business 
that follows their sales. They also feel a 
kind of menace in the appearance of gift- 
checks issued by banks free of taxes for 
the same purposes. Some day in the near 
future, the management of stores will 
have to consider an adjustment between 
these two kinds of checks. 

To add still a few words at the end of 
this report, among problems such as 1. 
the adoption of a merchandising plan 
which will stress trademarked merchan- 
dise, 2. department-store chains, 3. estab- 
lishment of branch stores, notably subur- 
ban stores, 4. acquisition of stores in 
other cities, 5. basement stores, 6. leased 
department, mentioned by American 
professors®* in connection with the pres- 
ent and future status of American depart- 
ment stores, 2, 3, 4, and 5 seem to have 
sufficient possibilities in Japan, in the 
future as well as at present, as to claim 
careful thought on the part of Japanese 
department store operators. 

* H. E. Agnew, H. A. Conner, and W. L. Doremus, 


Outlines of Marketing, 1950, pp. 105, 111-2. 
Clark, op. cit., pp. 329-30. 
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RETAIL TRENDS IN SEATTLE 


L. C. WAGNER 
University of Washington 


growth of suburban shopping 
centers has focused attention on the 
future of central business district retail- 
ing. Some proponents of suburban shop- 
ping centers have suggested that down- 
town centers may decline so drastically 
that they will become blighted areas. Al- 
though most students of retailing do not 
hold this extreme view, it is evident that 
the growth of downtown retailing is be- 
ing challenged by suburban centers. As 
a result several studies have been made to 
find means for making the central busi- 
ness districts more appealing to the 
shopper.? 

The development of the Northgate 
shopping center some six miles north of 
the downtown area, as well as the expan- 
sion of suburban centers in other sec- 
tions of the Seattle metropolitan area, 
have caused concern about the future of 
the downtown area. Among the factors 
that have contributed to the growth of 
suburban shopping districts in the Se- 
attle metropolitan area are the following: 


1. The rapid increase in vehicle registra- 
tions has aggravated traffic and park- 
ing congestion downtown; registrations 
between 1940 and 1950 increased 56.8 
per cent in Seattle and 67.9 per cent in 
King County. Studies of transportation 
used by downtown shoppers show a 


steadily growing percentage using auto-. 


mobiles rather than mass transporta- 
tion. 
2. The number of parking spaces avail- 


1 Examples are studies made by the Universities of 
California, Michigan, Ohio State, and Washington 
on the “Economic Effects of Parking on Business,” 
to be published by the Highway Research Board, 
National Research Council in 1953. 
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able in downtown Seattle declined 12.7 
per cent between 1947 and 1952. 

3. Newly planned suburban shopping 
centers, erected on low priced land, are 
able to provide a higher ratio of con- 
veniently-located parking facilities 
than downtown stores can offer. Se- 
attle’s Northgate Center, for example, 
provides almost three square feet of 
parking for every square foot of oper- 
ating space. 

Most of the population increase in the 

metropolitan Seattle area since 1940 

has occurred outside of the city limits. 

Inadequate mass transportation be- 

yond the city limits makes downtown 

shopping difficult for many families 
during the day. 

5. Seattle suburban shopping centers tend 
to be open more frequently during eve- 
ning hours than are downtown retail- 
ers. Several suburban centers are open 
at least two evenings a week, and this 
trend has forced downtown stores to re- 
main open one evening a week. 

6. Suburban centers make family shop- 
ping more convenient than do their 
central business district competitors. 
Evening openings, facilities for the 
amusement of children, and less con- 
gestion make it easier to shop with chil- 
dren in suburban centers than down- 
town. 

7. Psychologically, the suburban center 
has features that contribute to its pop- 
ularity. Customers feel that they can 
dress more informally than downtown. 
In addition, the planned center like 
Northgate may have a uniformly mod- 
ern, bright look that attracts customers. 


The Seattle central business district, 
however, like the downtown centers of 
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chart 1 | PERCENTAGE OF SEATTLE RETAIL FRONT FOOTAGE 
IN CENTRAL BUSINESS DISTRICT 
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most cities, has a number of advantages 
which appeal to many shoppers. 


1. Downtown stores, particularly in gen- 
eral merchandise and apparel lines, 
provide a breadth of selection and a 
variety of establishments which are not 
matched by the large suburban centers. 

2. Workers in the downtown area often 
find it convenient to shop there during 
the noon hour or immediately after 
work. 

3. As the central business district is the 
hub of the mass transportation system, 
those shoppers preferring or dependent 
upon such transportation find it con- 
venient to go downtown. 

4. Many women like to spend a day down- 
town. 

5. Out-of-town visitors are attracted to 
downtown stores. 


FRONT FooTAGE COMPARISONS 


Now that some of the important fac- 
tors influencing the possible decentraliza- 


tion of retailing in the Seattle area have 
been outlined, it is appropriate to exam- 
ine what has happened to downtown re- 
tailing as compared with the remainder 
of the city and with the metropolitan 
area.? Trends are revealed by front foot- 
age studies, by special breakdowns of the 
1939 and 1948 Censuses of Business, and 
by analysis of new construction. 

Early figures on sales trends within the 
city of Seattle or its metropolitan area are 
not available. A comparison, however, of 
the front footage of retail business estab- 
lishments within Seattle in 1909 and 
1938 is indicative of sales trends. Chart I 


*The terms “downtown” Seattle and “central 
business district” apply to the area surrounded 
by Lenora Street on the north, Jackson Street on the 
south, the waterfront on the west, and an irregular 
line formed by Eighth, Sixth, and Fifth Avenues on 
the east. 

The term “metropolitan Seattle” was defined by 
the 1948 Census of Business to include all of King 
County. 
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shows that in 1909 the central business 
district contained 59.3 per cent of the 
total front footage devoted to retail stores 
in Seattle, while in 1938 it contained 
37-1 per cent. It should be noted that a 
study of this nature understates the rela- 
tive importance of the downtown area as 
it does not take into consideration multi- 
ple floor space. In spite of this possible 
bias, the relative amount of retail front 
footage in the central business district 
appears to be a fairly reliable indicator of 
the relative sales obtained.® 

In spite of a substantial drop in the rel- 
ative importance of downtown retailing 
in Seattle from 1909 to 1938, several lines 
of goods registered slight increases in the 
percentage of front footage devoted to 
downtown stores. This trend was evident 
for outlets handling shoes, dry goods, 
hardware, and meats. 

The relative importance of downtown 
stores in 1938 was greatest in the shoe, 
clothing, dry goods, jewelry, and fur lines. 
All of these involve shopping items for 
which the consumer generally prefers 
large selections and an opportunity for 
comparison shopping. The relative 
strength of downtown sales in these fields 
is verified in the breakdowns secured for 


the 1939 and 1948 Censuses of Retail 
Business. 


In the Metropolitan Area 


Between 1939 and 1948 the percentage 
of King County retail sales made within 
the city of Seattle fell from go.7 to 81.4 
per cent, while between 1930 and 1940 
the percentage of county population re- 
siding within the city of Seattle declined 
from 78.9 to 63.1 per cent. As in most met- 
ropolitan areas, a considerable amount 
of the retail purchases by residents out- 
side the city limits is made within the city 

*A special tabulation of the 1939 Census of 


Business data shows that downtown retailers ob- 
tained 39.6 per cent of the city’s retail sales. 


of Seattle. It would seem that despite the 
population growth of suburban areas, the 
ratio of sales within the city remains 
higher than the ratio of population 
within the city. 

Comparisons of Seattle and King 
County 1948 retail sales by the ten major 
census groups of stores (Table 1) reveals 
that the percentages of business done by 
city stores are greatest in the general mer- 
chandise group,‘ apparel group, and fur- 
niture and appliance group. In these 
fields comparison shopping and variety 
of selections are important patronage mo- 
tives. On the other hand, suburban stores 
are relatively stronger in lumber, build- 
ing and hardware, food, and gasoline sta- 
tions. Consumers generally prefer to buy 
the products of these three groups near 
home, and these stores, which also re- 
quire a high ratio of floor space to sales, 
seldom can pay the high downtown land 
rentals. 


TABLE 1.—RETAIL SALEs, BY Major CENSUS 
CATEGORIES SEATTLE AND KING CouNTY 


1948 
(Dollar figures in millions) 


Seattle 
asa% 
King of King 
Categories of Stores Seattle County County 
Total $613.7 $753.7 81.4 
General Merchandise 134.55 1409 95.4 
Apparel 46.5 49.9 93.2 
Furniture, Furnishings 
and Appliances 31.2 36.2 86.1 
Automotive 90.2 106.5 84.7 
Eating and Drinking 2.2 64.1 83.1 
Drugs and Proprietary 
Stores 18.6 23.1 79.2 
All Others 70.5 90.5 77.8 
Gasoline Service Stations 26.9 36.9 70.6 
Food Group 118.2 167.6 70.5 
Lumber, Building and 
Hardware 25.9 37.7 68.6 


Source: Census of Business: 1939, Retail Trade— 
Washington, Table 15, pp. 8-9; 1948, Retail Trade— 
Washington, Bulletin No. 1-R-46, Table 103, 
v. 46.08. 


* Primarily of department stores but including also 
variety and general stores. 
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TABLE 2.—NUMBER OF RETAIL STORES, CENTRAL BusINEss DIsTRICT COMPARED WITH 
SEATTLE, 1939 AND 1948 


Central Business 
Central Business District as of 
District* % of City 


1939 


1939 1948 1939 


Total 6,563 
Apparel Group 470 434 
All Other Retail Stores 1,103 835 
Eating and Drinking Places 1,330 1,337 
Furniture, Furnishings, 

Appliances Group 222 298 
Drug and Proprietary 

Stores 249 221 
General Merchandise Group, 

General Stores 117 150 
Food Group 2,055 1,391 
Lumber, Building, and 

Hardware Group 213 235 
Gasoline Service Stations 670 662 
Automotive Group 134 191 


1,746. 1,326 26.6 23.0 
321 250 68.2 57.6 
437 338 39.6 40.5 
493 412 37.1 30.8 

87 59 39.2 19.8 
57 40 22.9 18.1 
21 24 17.9 16.0 
271 148 13.2 10.6 
23 21 10.8 8.9 
30 30 4.5 4.5 
6 4 4.5 2.1 


1 Based upon special tabulations received from the Bureau of the Census. 


1939 AND 1948 CENSUS FIGURES 


Special tabulations secured from the 
Bureau of the Census for the 1939 and 
1948 Censuses of Business permit com- 
parisons of the relative volume of retail 
trade in the central business district with 
those of the rest of the city. 


(1) Number of Retail Stores in the City 


Between 1939 and 1948 the population 
of the city increased about 25 per cent 
and the number of retail stores declined 
12.3: per cent, from 6,563 to 5,754 (see 
Table 2). Most of this decline occurred 
in the food group where a trend toward 
fewer and larger units was very marked. 
Slight declines occurred in the apparel, 
gasoline service stations, drug, and “All 
Other” categories. On the other hand, 
the number of retail stores in these groups 
increased: Eating and drinking; general 
merchandise; furniture, furnishings and 
appliance; automotive; and lumber and 
building materials. 


Note: Central Business District includes Census Tracts M-1, M-2, and O-1. 


(2) Relative Number of Downtown 
Stores 


Relatively, the number of stores in the 
downtown area declined slightly between 
1939 and 1948. In 1939 the central busi- 
ness district had 26.6 per cent of the city’s 
retail stores, while in 1948 it had 23.0 per 
cent. Table 2 shows that the percentage 
of downtown retail stores declined in 
each of the ten groups except gasoline 
stations and “All Other.” The largest per- 
centage decline was in the furniture, fur- 
nishings and appliance group—shopping 
goods stores. 


(3) Downtown vs. Total Seattle Sales 


The relative importance of retailing in 
the central business district as reflected 
by sales is perhaps of greater significance 
than by number of stores. The central 
business district accounted for 34.8 per 
cent of the city’s retail sales in 1948 (see 
Chart II). The central business district 
had the greatest percentage of sales in the 
apparel and general merchandise group 
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RETAIL SALES IN CENTRAL BUSINESS DISTRICT 
AS A PERCENTAGE OF SEATTLE TOTAL 


1939 and 1948 


464 
43 


32.3 


396 
40+ 
20+ 

TOTAL 


(largely department stores). These are 
the categories in which a wide selection 
of merchandise and an opportunity for 
comparison shopping are important to 
shoppers. The central area appeared to 
be relatively weak in the automotive, gas- 

oline service station, and food groups. 
i Between 1939 and 1948 the percentage 
7: a of retailing done in the central business 
, district declined from 39.6 to 34.8 per 
f cent. Over this decade the relative popu- 
*g larity of the downtown area in the ap- 
it Ay parel field, general merchandise, gasoline 
oc. service station and lumber, building and 
ae hardware groups hardly changed. The 
most striking change was the decline in 
the percentage of sales of the downtown 
furniture, furnishings and appliance 
stores which dropped from 65.3 to 32.3 

per cent. 


(4) Sales Compared with King County 
Total 


A comparison of sales of downtown re- 
tailers with total retail volume in the met- 
ropolitan area, King County, reveals a 
picture similar to the previous compari- 
son of downtown sales with total city sales. 
As shown in Table 3, between 1939 and 
1948 the percentage of county retail sales 
transacted in the central business district 
declined from 34.7 per cent to 28.4 per 
cent. When comparisons were made with 
city sales, the relative volume of sales in 
the downtown area declined in all retail 
categories, except in general merchan- 
dise.. But, the percentage of county sales 
secured by downtown stores in the food, 
eating and drinking establishment, and 
the drug and proprietary categories de- 
clined more rapidly between 1939 and 
1948 than the percentages of city sales for 
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TABLE 3.—RETAIL SALES, CENTRAL Business District COMPARED WITH KING County 
King County* Central Business District? Central Business District 
1939 1948 1939 1948 as a % of King County 
(Millions of Dollars) (Millions of Dollars) 1939 1948 
Total 238.3 753.7 82.7 213.8 34.7 28.4 
Apparel —- 17.5 49.9 15.0 39.6 85.7 79.4 
General Merchandise Group, 
General Stores 44.9 141.0 26.4 84.0 58.7 59. 
Furniture, Furnishings, and 
Appliances Group 9.4 36.2 5.8 10.0* 61.5 27.8 
Eating and Drinking Places 20.8 64.1 9.5 23.6" 45.8 36.8 
Allother Retail Stores 29.0 90.5 12.3 29.38 42.5 32.3 
Drug and Proprietary Stores 8.3 23.4 3.4 7.7 40.9 32.8 
Food Group 50.1 167.6 7.7 13.0 15.4 7.8 
Lumber, Building, and 
Hardware Group 9.7 ara 1.1 3.6 10.9 9.5 
Gasoline Service Stations 16.5 36.9 1.0 2.0 5.8 5.6 
Automotive Group 32.1 106.5 oe .8* 1.6 8 


Sources: ! Census of Business: 1939, Retail Trade—Washington, Table 15, pp. 8-9; 1948, Retail Trade— 
Washington, Bulletin No. 1-R-46, Table 103, p. 46.08. 
2 Special tabulations received from the Bureau of the Census. 
* Figures estimated, actual data withheld by Census to avoid disclosures. Estimated by taking 
average sales per store in other downtown census tracts. 


> Variety stores also estimated. 


these groups. As shoppers tend to buy a 
large percentage of convenience items 
near their home, the rapid population 
increase of county areas would tend to be 
reflected in these sales comparisons. 


(5) Recent Sales Trends 


It is unfortunate that up-to-date com- 
parative sales figures are not obtainable 
so that more recent shopping trends 
might be shown. The Northgate Shop- 
ping Center with 470,000 square feet of 
operating space costing about $22,000,- 
000, as well as the development and ex- 
pansion of other smaller shopping cen- 
ters, undoubtedly has increased competi- 
tion for downtown retailers and for stores 
in near-by suburban areas. Seattle prop- 
erty management executives and real 
estate consultants believed that North- 
gate, for example, was influencing retail 
trade downtown as well as in other older 
north-end shopping centers. It is likely 
that suburban centers are capturing 
much of the expansion in retail sales re- 
sulting from population increases in the 
metropolitan area. The next Census will 


permit a more accurate appraisal of re- 
cent sales trends.® 


SUMMARY 


The retailing trends explored indicate 
that, in general, the percentage of retail 
sales secured by downtown stores in Se- 
attle is gradually decreasing. This decline 


* The Bureau of the Census has set up procedures 
which permit interested groups to determine census 
areas within tracted cities so that intra-city census. 
statistics may be obtained from the 1948 Census 
without disclosing confidential retail sales data. 
(See the Definition and Establishment of Census 
Tracts by Local Tract Committees, Bureau of the 
Census, November 1952.) 

Although 1939 Retail Census data were not classi- 
fied according to census tracts, it was possible to 
secure address cards of Seattle retailers from the 
Bureau, allocate these cards to the desired areas, and 
have hand tabulations made of the intra-city data. 
By securing one breakdown for all of the downtown 
area, complete sales figures for all ten categories of 
stores were received for 1939. 

It is hoped that the Bureau of the Census will find 
it possible to release promptly retailing data by 
intra-city areas for the next census. These data are 
invaluable to retailers, market researchers, and local 
governmental planning bodies. The present policy of 
requiring special intra-city tabuations to be re- 
quested and financed by outside groups tends to re- 
duce their timeliness and use. 
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differs among types of establishments. It 
is relatively small in lines in which large 
selections and comparison shopping are 
important to the customer. The percent- 
age of business that can be obtained by 
downtown retailers of convenience lines 
such as food, drugs, and eating establish- 
ments may decline even more. In addi- 
tion, downtown stores carrying lines re- 
quiring large floor areas for slow turn- 
over items such as furniture, household 
furnishings and appliances are facing in- 
creased competition from outlying re- 
tailers. The growth of large suburban 
shopping centers like Northgate, more- 
over, may intensify trends shown in the 
past. 

It may be that most of the sales in- 


creases enjoyed by the metropolitan area 
as a result of expanding population will 
go to suburban stores rather than to 
downtown merchants. In spite of the de- 
velopment of suburban shopping cen- 
ters since the war, however, downtown 
retailers in Seattle, particularly depart- 
ment stores, have enough faith in the fu- 
ture of the central business district to in- 
vest large sums in major expansions of 
floor areas.® 


* For example, since the war large additions were 
made to two central business district department 
stores, Frederick & Nelson and J. C. Penney. The 
Bon Marche, which has the largest unit in the new 
Northgate development, is pianning an addition to 
its downtown store, and I. Magnin, one of the city’s 
largest specialty stores, also has announced plans to 
triple its floor space in the central business district. 
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THE DISCOUNT HOUSE 


STANLEY C. HOLLANDER 
University of Pennsylvania 


Professor Gilchrist’s recent article, 
“The Discount House’? is a very wel- 
come addition to the sparse literature 
concerned with a phase of marketing 
often ignored by the profession. 

As Gilchrist points out, the medley of 
outlets covered by the label “discount 
house” is a very significant factor in the 
distribution of consumer durables. Yet 
this medley has received little attention 
in formal marketing literature. The lack 
of interest in discount houses and related 
retail phenomena is perhaps best illus- 
trated by the fact that the term itself, 
“discount house,” appears in the index of 
only one of the eight leading general mar- 
keting texts in use today.” 

It is interesting to speculate on the 
reasons for this lack of attention to re- 
tailers of the “I can get it for you whole- 
sale” variety. Perhaps it is because the 
subject has seemed not quite respectable. 
More likely it is because retailers offering 
discounts have found it advisable to 
avoid attracting too much attention, 
academic or otherwise. Semi-secretive 
operations seem to provide some protec- 
tion against prosecution in the case of fair 
trade violations, and the same secrecy im- 


presses the customer with the value of the 
discount. 


*F, W. Gilchrist: “The Discount House,” THE 
JOURNAL OF MARKETING, January, 1953. 

* Agnew, Connor & Doremus, Outlines of Market- 
ing, grd edition; Alexander, Surface & Alderson, 
Marketing, revised edition; Converse, Huegy & 
Mitchell, The Elements of Marketing, 5th edition; 
Converse & Jones, Introduction to Marketing; Duddy 
& Revzan, Marketing; Maynard & Beckman, Princi- 
ples of Marketing, 5th edition; Phillips & Duncan, 
Marketing, Principles and Methods, revised edition; 
Vaile, Grether & Cox; Marketing in the American 
Economy. The last named is the only one of these 
texts indexing this term. 


Certainly many manufacturers, whole- 
salers and retailers seem to feel that the 
discounters are significant enough to 
warrant attention. That such firms are 
regarded as extremely potent competi- 
tion is demonstrated by items such as the 
following, taken from Retailing Daily, a 
trade journal for the house furnishings 
field:* 


“Discount Firms Cut Hartford Sales” 
(January 3, 1952) 

“Federal Employees in Boise Found Re- 
ceiving Discounts” (February 18, 1952) 

“N. Y. Discount House Sales Varied” 
(May 15, 1952) 

“Plenty of Discount Houses in Chicago” 
(December 27, 1948) 

“Cite Some Atlanta Dealers for Discount 
Selling Practices” (October 25, 1949) 
“Discount House Competition Irks Phila- 

delphia Dealers” (June 22, 1949) 
“Blasts ‘One-Shot Wholesale’ Operators 
in Buffalo Area” (June 13, 1949) 
“Charlotte Dealers Again Ask Parley on 
Back Door Selling” (August 12, 1948) 
“Estimate 40% of Los Angeles Sales Are 
Moved on Discount Price Basis” (No- 
vember 22, 1949) 
“Don’t Discount the Discount House” 
(December 7, 1948). 


Little information is available as to 
the actual amount of business done by 
discount houses and such firms. One re- 
cent estimate is $450,000,000 per annum* 


* Unfortunately, neither the Industrial Arts Index 
nor the Public Affairs Information Service indexes 
such publications as Retailing Daily, Women’s Wear 
Daily, Daily News Record. Consequently, the great 
store of marketing data contained in these papers is 
available only to students willing to read volume 
after volume from cover to cover. 

“An anonymous estimate quoted without substan- 
tiation in an unsigned note, “Fair Trade Laws and 
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but there is little evidence to warrant ac- 
ceptance or rejection of this figure. The 
difficulty of defining “discount house”, 
and the fact that no census or trade asso- 
ciation figures are gathered for such a 
category make measurement extremely 
difficult in this field. Extensive library 
research for a Ph.D. dissertation on this 
subject has revealed only three or four 
worthwhile attempts to measure the ex- 
tent of discount buying among con- 
sumers. In 1937 and 1938 Tallman 
quizzed about 1,000 Boston area con- 
sumers on this topic.® Recently Heidings- 
field has studied discount purchasing by 
Philadelphia consumers.® Professor Gil- 
christ’s article adds Los Angeles data to 
the information available. The results 
of one commercial study of discount buy- 
ing of television sets in the Chicago area 
are also available.? 

Since so little is known about discount 
houses and related outlets, students com- 
ing upon the subject tend to feel that 
they have uncovered a new species. Thus, 
although Professor Gilchrist recognizes 
that these retailers have some history, he 
treats them as “largely a post-war phe- 
nomena” (Page 267). ‘To some extent at 
least two of the three hypotheses he ad- 
vances as worthy of testing are based 
upon the assumption that the discount 
house is a relatively new manifestation. 
Another writer has gone much farther, 
and flatly describes the appearance of the 
discount house as a symptom of major 


Industrial Pricing,” Harvard Law Review, June, 
1951. 

Gerald B. Tallman, “When Consumers Buy at 
Wholesale,” Harvard Business Review, Spring, 1939. 

* Myron S. Heidingsfield, ‘““The Penetration of Dis- 
count Buying Among Philadelphia Families,” Eco- 
nomics and Business Bulletin of Temple University, 
December, 1951. 

™Finds Low Income Families Usually Buy TV 
from Neighborhood Store,” Retailing Daily, June 9g, 
1950. 


economic changes appearing about 1948 
or 1949.8 

However there is substantial evidence 
that discounting retailers (of which the 
discount house is one species) have been 
significant and persistent elements in the 
economy for at least the last two or three 
decades. There was some, but not a com- 
plete, hiatus in discounting during the 
war years. 

The term “discount house” was used 
as early as 1937, in a discussion of the 
problems of the radio trade.® The institu- 
tion itself was the subject of an article in 
the Journal of Retailing in 1943.° In 
1940 the city of Tampa, Florida enacted 
an ordinance which can only be described 
as an anti-discount house bill. Laws pro- 
hibiting or controlling employer pur- 
chases at discounts for employees (Pro- 
fessor Gilchrist’s ‘“‘type discount sale) 
have been enacted by Pennsylvania 
(1941), Illinois (1941), Minnesota (1943) 
and Wisconsin (1951, modifying earlier 
legislation). These laws were among the 
accomplishments of the Committees on 
Retail Trade Diversion established in 
many communities during the late 
1930's. It was probably from one of these 
committees that Professor Wingate re- 
ceived the estimate he cited of one billion 
dollars for consumer sales diverted from 
full price retailers to other outlets.” 


§ Anthony James, “Consumer Revolution,” Journal 
of Property Management, March, 1950. 

*R. I. Elliot, “We Can Get It For You Wholesale,” 
Advertising and Selling, September 9, 1937. 

Frances M. Lehman, “The Discount House,” 
Journal of Retailing, February 1943. 

“ Ordinance No. 754-A of the City of Tampa: “An 
ordinance to license the privilege of selling goods, 
wares and merchandise which are not of the same 
general description as those usually produced or 
carried in stock by those offering same for sale and 
which are sold at a price represented to be less than 
the current retail price of said goods, wares and 
merchandise . . .” passed Aug. 13, 1940. 

# John W. Wingate, “Buying at ‘Wholesale’ from 
the Consumer’s Point of View,” Journal of Retailing, 
February, 1940. 
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One commentator writing in the 
American Mercury in 1936 said that her 
town, “a fairly large, but conservative 
one” had at least three “merchandising 
organizations” which carried no stock, 
but sent their patrons to discount sup- 
pliers. She had, earlier, encountered simi- 
lar operators in Paris.1* These “‘merchan- 
dising organizations” seem very similar 
to the discount broker (type d). The Chi- 
cago Association of Commerce was 
quoted in the same year as saying: “ “To- 
day practically everything, be it a lawn- 
mower or automobile, electric refrigera- 
tor or diamond ring may be purchased at 
any time by anybody at wholesale’ ”’* 

“Regular retailers” who offered tires 
at discounts to some or all customers were 
castigated by one writer in 1933” while 
“bootleg retailers” were reported offer- 
ing automobiles at discounts up to 25% 
in the same year.’* In 1926 and 1927 a 

*Hannah Lees, “Only Saps Pay Retail Prices,” 
The American Mercury, December, 1936. 

“Lester B. Colby, “Chicago Retailers Continue 
War on ‘I Can Get It For You Wholesale’,” Sales 
Management, July 1, 1936. 

“Walter H. Gardner, “The Cost of Backstairs 
Buying,” Nation’s Business, May, 1933. 


* John O. Nilan, “ ‘Bootleg’ Wholesalers—Frenzied 
Selling’s New Threat,” Printers Ink Monthly, Jan- 


uary, 1933. 


group of Pacific Coast retail jewelers 
combined to boycott manufacturers who 
sold to “upstairs dealers,” apparently an 
early form of discount house." In fact, 
one writer in the popular press has ad- 
vanced the hypotheses that discount buy- 
ing got its start during the food shortages 
and inflation of World War I, when some 
employers began buying sugar and other 
staples in carload lots for low price dis- 
tribution to employees.1® 

These citations are but a few out of 
many indicating that discount houses, 
two-price retailers, ““curbstone brokers,” 
buying clubs, “backdoor wholesalers,” 
and similar discount manifestations have 
been with us for some time. If so, they 
cannot be considered manifestations of 
a retailing revolution. Perhaps the more 
significant question raised by these insti- 
tutions is: “Have we ever had as much of 
a one price system as is popularly sup- 
posed?’’?® 


**H. Kerkow, “Bootlegged Stocks and Cut Prices,” 
Sales Management, March 7, 1931. 

* William A. Lydgate, “How Cheap Can It Get,” 
Redbook, December, 1949. 

* The question of the one price system has been 
explored, very provocatively, by Irene Till, “The 
Fiction of the Quoted Price,” Law and Contempo- 
rary Problems, June, 1937. 
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Research in Marketing 


DAVID A. REVZAN, Editor 


Editorial Staff: Seymour Banks, Leo Burnett Company, Inc.; RoBERT Bar- 
TELS, Ohio State University; EpNA Douc as, Iowa State College; Rosert J. 
University of Minnesota; CHartes H. Sevin, National Produc- 
tion Authority. Initials of staff members, in brackets following subject head- 
ings, identify the reviewers of the individual items. 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the follow- 
ing pages should address their requests to 
the respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


Advertising 

. Selling—Personal 

Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

. Consumer Studies 

. Cost of Marketing 

. Foreign Trade 

. Cooperative Marketing 

. Credit—Mercantile and Retail 

. Retailing 

. Transportation 

. Warehousing 

. Wholesaling 

. Federal, State, Local Regulation 
. Taxation 
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20. Marketing Theory 

21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 How New Study Sharpens Choice of 
Media. Richard Manville, Printers’ 
Ink, February 6, 1953. [s.B.] 


Remington Rand periodically sends out 
a questionnaire to their prospect list, devel- 
oped from many sources but verified by RR 
salesmen through personal contact. The 
questionnaire asks, ‘““What publications do 
you read?” The answers are tabulated in 
terms of total prospect readership of each 
publication and also duplication of audi- 
ence among the publications. 

Analysis of coverage versus cost reveals 
that the point of diminishing returns is 
reached at 75, per cent of the coverage of the 
prospect group by a list of 13 publications. 
This level of net unduplicated coverage is 
achieved with a cost of 25 per cent of the en- 
tire list. Beyond this level, an attempt to 
raise the level of coverage by 10 percentage 
points would more than double the cost of 
the campaign. 

A by-product of periodic studies of this 
nature is that Remington Rand is able to 
determine the publications for which read- 
ership is stable and which have wide swings 
in readership by prospects. In one case, read- 
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ership by RR prospects went down sharply 
even though total circulation of the publi- 
cation rose considerably. 


1.2 How to Increase Readership of Business 
Paper Advertisements. Dik W. Twedt, 
Advertising Agency, March, 1953. 
[s.B.] 


Twedt applied multiple factor analysis to 
the readership (“Any This Ad”) of advertise- 
ments in the American Builder. Multiple 
factor analysis is a procedure borrowed from 
psychology which seeks to discover the un- 
derlying order of relationships between 
many variables—very often, this is much 
simpler than might be inferred from the 
casual examination of the variables them- 
selves. 

The analysis indicated that the three fac- 
tors most important in determining reader- 
ship scores were amount of illustration, use 
of color and size of advertisement. These are 
all mechanical variables; apparently the 
content variables were of little effect in caus- 
ing people to stop and glance at the various 
ads tested. 

It was found that the equation developed 
from ads in the American Builder worked 
almost equally well on six other trade publi- 
cations. 

The article closes with a chart showing 
the relationship between cost of space for 
black and white and for 2 color ads and pre- 
dicted readership. Generally, for equal dol- 
lar amounts of space, the colored ads would 
outdraw the black and white ads. 


1.3 Top Executives Tell How to Use Social 
Sciences in Advertising. Harold E. 
Green, Printers’ Ink, February 27, 
1953- 

The article is a collection of comments 
from advertising agency personnel upon the 
application of social science (really psychol- 
ogy, sociology and psychiatry) in advertis- 
ing. 

By and large, no person interviewed was 
really opposed to the use of these tools. 
However, it was indicated that often the ac- 


tual research was based upon extremely 
small samples with findings that were almost 
aggressively non-quantitative. In addition, 
communications between scientist and prac- 
titioner are often difficult and frustrating to 
both. As examples, the advertising men cite 
findings that people smoke because of oral 
erotic needs or that young girls use soap to 
wash away the feeling of guilt that comes 
from newly awakened sexual desire. 

Some agencies have found a way out of 
the communications dilemma by building 
teams of researchers within the agency who 
combine several scientific disciplines with 
experience with advertising and business 
problems. However, this technique is feasi- 
ble only for the larger agency. 


1.4 Thinking Ahead. Richard D. Crisp, Har- 
vard Business Review, March-April, 
1953. [E-D.] 

This progress report on advertising re- 
search indicates what can and cannot be 
done in terms of the research techniques 
which have been developed. 

“There is not even a promising approach 
to an approximate measurement of adver- 
tising effectiveness visible on the farthest 
horizon.” But there are good techniques for 
evaluating many of the key elements in the 
advertising process. Such research answers 
questions about specific advertisements and 
provides information about how consumers 
react to advertising generally. 

The problem of advertising can be subdi- 
vided into what to say and how to say it. Re- 
search can help to provide answers to both. 
The “playback” device for pretesting copy 
is described, and illustrations of specific re- 
search findings are given. 

Among the generalizations yielded by one 
four-year program of advertising research 
are five concepts or propositions. (1) The 
shutter mind: “Consumers have learned to 
classify advertisements with a glance that 
works like the shutter of a camera. . . .” (2) 
The mental set: Consumers “have classified 
themselves subconsciously as being inter- 
ested or uninterested in that type of prod- 
uct.” (3) Loss of credulity: ““Today readers 
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of printed advertising tend to discard ad- 
vertisers’ claims as unbelievable in direct re- 
lationship to the strength of the claims 
themselves.” (4) Burned-out approaches: 
“Some approaches to advertising that were 

. sure-fire yesterday have burned them- 
selves out.” (5) Linking two ideas: “Where 
the consumer is expected to take the mental 
step of linking two ideas or two subjects, the 
communication process often breaks down.” 


1.5 When Should A Company Start Advertis- 
ing. Tide, March, 1953. [s.B.] 


By now, the man in the Hathaway shirt 
with his black eyepatch is a familiar figure. 
However, the company was 114 years old be- 
fore it started to advertise. 

Hathaway’s decision was based upon the 
following factors. First of all, they decided 
upon national advertising only after they 
had reached the point where they could sus- 
tain the advertising permanently on at least 
as extensive a basis as they started it. Two 
things made this possible, distribution had 
improved from rather spotty coverage to a 
reasonably complete national basis; the pro- 
duction capacity had expanded to the point 
where it could handle orders brought in by 
the advertising. 

It was felt also that the potential market 
for Hathaway shirts—a high-priced line— 
had expanded to the point where they could 
be sold in much greater volume than ever 
before. 

The article also points out that in con- 
siderable measure, the decision to start ad- 
vertising was sold to Hathaway by a maga- 
zine space salesman who became their ad- 
vertising manager. 


2. SELLING—PERSONAL 


2.1 Administering Salesmen’s Compensation. 


Harry R. Tosdal, Harvard Business 
Review, March-April, 1953. [E.D.] 


Administrative problems in the operation 
of a compensation plan for salesmen have 
often been neglected. Four groups of prob- 
lems are to be distinguished: (1) those re- 
lating to changes in the compensation agree- 


ment between the salesman and his em- 
ployer; (2) those of assigning sales or com- 
mission credits where two or more salesmen 
are involved in a single transaction; (3) 
those arising out of the shifting of territo- 
ries, promotion or demotion, or discharge or 
resignation; (4) those related to the han- 
dling of travel and related expenses. 

These are discussed in terms of the consid- 
erations management should keep in mind, 
the possible difficulties involved, and the 
various methods and techniques available 
for dealing with these problems. 


3. INDUSTRIAL MARKETING 


3.1 Competition in the Farm-Machinery In- 
dustry. Michael Conant, The Journal 
of Business, January, 1953. [E.D.] 


Along with the long-run increase in farm 
machinery sales has been an increase in the 
number of full-line firms and in their share 
of total sales of the industry. This concentra- 
tion appears to have resulted from the man- 
ufacturing and marketing advantages of 
large firms and plants. The branch-house 
system, which keeps machines and parts 
within ready access of farmers, gives full-line 
firms a marketing advantage. Earlier, exclu- 
sive dealing and full-line forming policies 
were also barriers to the entry of short-line 
firms. 

Counteracting the effect of greater con- 
centration on price control are the increas- 
ing number of full-line firms and more 
nearly equal distribution of sales among 
them. (Of the eight firms, the smallest—Min- 
neapolis-Moline—had 3.63 per cent of total 
sales in 1948; the largest—International Har- 
vester—had 22.79 per cent.) Also, increasing 
complexity of machines has brought more 
innovations and, with them, shifts in the 
relative importance of firms, resulting in in- 
creased rivalry in wholesale and retail mar- 
kets. 

Increasing sales and rapidly changing 
technology have increased opportunities for 
the growth of full-line firms and have re- 
duced the ability of one or two leading firms 
to control output and price. 
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3.2 98 Billions Needed For Public Building. 
U.S. News & World Report, Feb. 20, 
1953. [S.B.] 

Studies being presented to the Eisen- 
hower Administration indicate that public 
works have lagged behind needs and popu- 
lation growth for 20 years. The backlog of 
needed public works in the United States is 
estimated at $150 billion or more. Simply 
to bring the country’s schools, roads and hos- 
pitals up to par in the next 10 years will re- 
quire an outlay officially set at $98 billion. 

The major Federal projects are schools (by 
1958, 600,000 new classrooms will be 
needed); highways ($50 to $60 billions in the 
next 10 years for new construction plus $20 
billions for maintenance and repair of exist- 
ing roads); hospitals (g00,000 new bed space 
to be needed in the next 10 years); civilian 
works like river and harbor improvements, 
flood control and reclamation, Tennessee 
Valley development and atomic energy ex- 
pansion ($2.5 billion’s worth of projects al- 
ready planned and $8.3 billion expenditure 
in preliminary stages of expansion). Com- 
pleted plans for State and local projects are 
estimated at $4.5 billions with $7.1 billions 
needing additional preparatory work. 

Prospects are that when the peak of the 
defense build-up is passed in 1955, civilian 
public-works projects will get more official 
consideration, not only to meet the needs 
that have been built up in years of lagging 
activity but also to stimulate business. 


6. MARKETING OF SERVICES 


6.1 The Decline of Pawnbroking. A. L. 
Minkes, Economica, February, 1953. 


[E.D. ] 


The number of pawnshops in Great Brit- 
ain declined from a peak of 5,100 in 1913- 
1914 to 1,700 in 1949-1950. The two prin- 
cipal kinds are city pawnbrokers (dealing 
in “watches, jewelry and plate”) and indus- 
trial brokers (dealing in clothing and bed- 
ding). Legal requirements and certain op- 
erating practices are described. 

Earnings are derived from interest on 


loans, ticket and valuation fees, and profit 
(or loss) on forfeited goods. Information 
available indicates that the gross profit rate 
on loans “hardly ever” exceeds seven per 
cent and is “usually” less. Net profit is about 
one-half this figure. The gross margin on 
loans outstanding is likely to be 30-50 per 
cent. An opinion expressed by the trade’s 
association is that 50-60 per cent of the in- 
come of pawnbrokers is derived from pawn- 
broking, as distinct from pure retailing, 
which has frequently been added. 

The conditions conducive to the success 
or failure of pawnbroking are examined. A 
rough estimate indicates that about three 
per cent of the population of Great Britain 
are affected by pawnbroking. 

The decreasing importance of pawnbrok- 
ing is due, on the demand side, to the great 
extension of social services, the maintenance 
of full employment, and changes in con- 
sumer opportunities (the growth of multi- 
ple stores and of hire-purchase trading) and 
in consumer attitudes (the younger genera- 
tion has broken with habitual pawning). On 
the supply side, it is due to the relative un- 
attractiveness of pawnbroking as an occupa- 
tion. 


7. PRODUCERS’ MARKETING OF 
CONSUMERS’ GOODS 


7.1 Republic Takes Exception. Business 
Week, January i7, 1953. [s.B.] 

Republic Steel Corporation, number 
three steel producer, will soon produce a 
complete line of kitchen cabinets under its 
own name. In so doing, it will mark a de- 
parture for the steel industry. 

Republic has been making cabinets for 
some time but selling them to other manu- 
facturers and jobbers who re-sold them un- 
der their own brand names. Loss of a major 
account forced Republic to reconsider their 
policies. They decided to escape from the 
strait-jacket of being a contract manufac- 
turer, selling in big lots to a few customers. 

Plans are to set up an entirely separate 
sales organization to handle the new prod- 
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ucts. The products will be known as Repub- 
lic Steel Kitchens to capitalize upon their 
large amount of institutional advertising to 
the general public during and since World 
War II. Distribution will be through fran- 
chised distributors and dealers operating 
within protected territories. Effort will be 
made to sell packaged kitchens, including a 
sink to be made by another manufacturer. 

Other than the kitchens, Republic has no 
plans for moving into other consumer 
goods. It figures that the new setup will ab- 
sorb some of the excess steel capacity that 
Republic expects to have some time in the 
future. 


9. CONSUMER STUDIES 


9.1 Inflation and Saving by Consumers. John 
B. Lansing and E. Scott Maynes, 
Journal of Political Economy, Octo- 
ber, 1952. [E.D.] 


The Keynesian definition of consumer 
savings is disposable cash income of con- 
sumers minus outlays by consumers for con- 
sumption. Such savings (S,) are “net worth 
savings’’—i.e., they are equal to changes in 
consumers’ net worth. Deflationary savings 
(S.) are defined as the difference between 
cash income of consumers and total outlay 
for goods and services, including outlays for 
consumer durables and real estate. They 
are deflationary if positive, inflationary if 
negative. For analytical purposes, the con- 
cept of deflationary savings is probably more 
useful, providing the basis for computing 
the propensity to consume and the invest- 
ment multiplier. 

Statistics from the Survey of Consumer Fi- 
nances are compared to show deflationary 
savings, net worth savings including house 
purchases, and net worth savings including 
all consumer goods purchases for 1949. De- 
flationary savings averaged—$210 per spend- 
ing unit, compared with + $180 and + $605 
for the other two types of savings, respec- 
tively. Comparisons are made by income 
group and occupation. 

It is contended that analysis of changes in 


the level of effective consumer demand and 
that formulation of effective policy can best 
be made by studying deflationary savings. 


9.2 Opinions of Homemakers Regarding Fi- 
bers in Selected Items of Household 
Furnishings. (Washington: Bureau of 
Agricultural Economics, Department 
of Agriculture, Marketing Research 
Report No. 26, November 19532) 
[C.H.S. ] 


The study upon which this report is based 
is the fourth in a series, begun in 1946, and 
designed to measure consumers’ opinions re- 
garding the use of natural fibers and their 
competitors, the synthetics, in selected tex- 
tile items. The earliest study included items 
both of women’s wear and of household fur- 
nishings. The present survey, made 34 
years later, is limited to household furnish- 
ings. 

This report provides data in the case of 
two items on the trend of opinions and pref- 
erences in the 314-year interval 1946-50. 
These items are ready-made curtains and 
bedspreads, both tufted and woven styles. 
The report also includes data on draperies, 
upholstery fabrics—both pile and nonpile 
—slip covers, scatter rugs, winter and sum- 
mer blankets, and awnings. 

Some information is included regarding 
homemakers’ opinions on the need for flame- 
proofed draperies, linting problems con- 
nected with the use of tufted bedspreads, 
level of information regarding room-sized 
cotton rugs, and opinions about buying bed- 
spreads and draperies in sets. 

The study is limited to an analysis of the 
relationships between the opinions of home- 
makers concerning fibers and four of their 
basic background characteristics—age, edu- 
cational and family-income levels, and size 
of community in which they lived. 

Single copies of this report may be ob- 
tained free of charge from the Office of In- 
formation, Department of Agriculture, 
Washington 25, D. C. Additional copies 
may be obtained at 45 cents apiece from the 
Government Printing Office, Washington, 
D. C. 
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9.3 Selected Preliminary Findings of the 1953 
Survey of Consumer Finances.1 (Fed- 
eral Reserve Bulletin, March 1953) 
[C.H.S.] 


The general conclusion to be drawn from 
the 1953 Survey is that consumers have a 
confident attitude concerning their finan- 
cial positions and expect to purchase auto- 
mobiles and major household durable goods 
in large volume this year. They also plan to 
purchase new and existing houses in sub- 
stantial volume. 

More consumers report plans to buy new 
cars this year than so reported in early 1952 
or 1951. Plans to purchase major household 
goods, especially television sets and furni- 
ture, are substantially more numerous than 
they were a year ago. Intentions to buy re- 
frigerators appear little changed from last 
year. Plans to purchase new and used houses 
in 1953 appear to be slightly more numer- 
ous than they were a year ago. 

Increases in income in 1952 were widely 
distributed and, with consumer prices rel- 
atively stable, the proportion of consumers 
who feel their financial situations have im- 
proved is somewhat larger than it was in any 
previous postwar survey. Liquid asset hold- 
ings as reported in early 1953 are widely 
distributed among income classes, as was 
the case in all of the previous surveys. The 
proportion of consumers who feel times are 
good for making major purchases has in- 
creased considerably since early 1952. 

A factor evidently at work in shaping con- 
sumer attitudes throughout 1952 and early 
1953 was the stability of consumer prices. 
The’ BLS index of consumer prices rose less 
than one per cent during 1952 in contrast to 
a 4 per cent rise during the previous year 
and a rise of about 8 per cent in 1950. An ad- 
ditional factor in buying intentions this 
year is the more lenient credit terms avail- 


* These preliminary findings are based on simpli- 
fied tabulations of approximately 2,400 interviews 
taken in January and February 1953 in 66 sampling 
areas throughout the country, including the 12 
largest metropolitan areas. An additional 700 inter- 
views will be included in the final figures to be avail- 
able in a series of articles in the Federal Reserve 
Bulletin starting in June or July. 


able compared with a year and two years 
ago. Also, more consumer intentions to buy 
durable goods early in 1953 than early in 
1951 Or 1952 are a reflection of higher cur- 
rent levels of income and employment. 


9.4 The Use of Cotton in Housefurnishings. 
Technical Bulletin No. 34, Missis- 
sippi State College of Agriculture, 
Experiment Station, (State College, 
Mississippi, 1953). 52 pp. Free. 
[R.J.H.] 

The kinds and quantities of textile house- 
furnishings owned by families in Clay 
County, Mississippi are presented in this 
bulletin. Changes that took place in owner- 
ship between 1949 and 1951 are also in- 
cluded. The data, obtained from a survey, 
also include information on favored mate- 
rials and reasons for this favoritism. Owner- 
ship of housefurnishings is related to income 
levels, race, and occupation. Low income 
groups averaged 62 all-cotton items whereas 
high income groups averaged 116 articles of 
all-cotton. Interestingly enough, 49 per cent 
of the all-cotton articles owned were home- 
made whereas only 15 per cent of the non- 
cotton items were homemade. Another find- 
ing concerned the preference of lower socio- 
economic status groups for bright colors and 
striking designs. 


9.5 U. S. Life is Different—Sales Figures 
Prove It. U. S. News & World Report, 
February 13, 1953. [S.B.] 

Since 1940, the patterns of life in the U.S. 
have undergone great change. Industry, as a 
whole, showed a volume increase of produc- 
tion between 1940 and 1951 of 71 per cent, 
while population increased 18 per cent. The 
growth picture however, has been spotty: 
the trend is to gadgets, easier living, more 
comforts, speed. 

Antibiotics lead the list of booming prod- 
ucts, their average yearly gain, 1940-51 was 
118 per cent. At that, they barely beat out 
television sets for the lead. Other products 
with good patterns of gain were the new 
household appliances (freezers, clothes 
driers room air-conditioners, waste disposal 
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units); synthetic products (detergents, fibers 
except rayon and plastics). 

Air travel showed an average yearly gain 
of 24 per cent in passenger-miles and 46 per 
cent annual gain in freight haulage. Rail- 
roads remained out in front in terms of 
total business, but they showed gains of only 
3-5 per cent annually of passenger travel and 
5 per cent gain annually in freight during 
this period. 

New tastes are showing up in building 
materials. Fireproof roofing materials are 
making gains; concrete blocks, gypsum 
board and plywood have increased in favor. 
Gas and fuel oil furnaces have made rapid 
gains while coal furnaces, stoker-fed or not, 
have declined considerably in favor. 


9.6 Why Customers Change Brands. N. H. 
Comish, Dun’s Review, March, 1953. 
[s.B.] 

Professor Comish reports a survey among 
Oregon consumers to determine the fre- 
quency with which they changed brands of 
merchandise in 21 classifications and the 
reasons for changing. The greatest number 
of changes was reported for 1952—Professor 
Comish recognizes that difficulty of recall- 
ing previous actions might well account for 
the last year showing the highest amount 
of brand changes. 

In frequency of mentions, the reasons for 
changing brands were: dissatisfaction with 
low quality; dissatisfaction with high price; 
suggestions by advertising; suggested by 
friend; suggested by salesperson; and dissat- 
isfied with style. The last two were the two 
leaders in the furniture group. 

Although Professor Comish does not 
comment upon it, people largely switched 
from brands because of various dissatisfac- 
tions rather than switched to brands because 
of positive suggestions by advertising and 
salespeople. 


10. COST OF MARKETING 


10.1 Behind the Scenes of Business. Roy A. 
Foulke (New York 8: Dun & Brad- 
street Inc., gg Church St., 1952), 194 
pp. [R.J.H.] 
The first part of this revised book reviews 


some of the factors contributing to either 
success or failure of the firm. Inventory, debt 
structure, and credit policies are also dis- 
cussed. The second part reviews financial 
standards. In addition to capital, inventory, 
and net profit ratios, various sales ratios 
are discussed. For example, the average col- 
lection period based upon sales is presented 
in some detail. (The appendix includes the 
average collection periods of 40 manufac- 
turing, 21 wholesaling, and 2 retailing lines 
of business.) 

The appendix also includes tables of 14 
important median ratios for the period 
1947-1951. These ratios are given for 70 
lines of business, including manufacturing, 
wholesaling and retailing. Department 
stores in 1951 had a turnover of 6.1 times, 
net profits on net sales of 2.4 per cent, and 
net profits on tangible net worth of 6.64 per 
cent. Men’s and Boys’ Clothing Shops had 
a median turnover of only 3.4 times, but 
had net profits on net sales and tangible net 
worth of 2.91 and 6.52 per cent respectively. 

Also included in the appendix are fre: 
quently used terms of sales for 87 lines of 
industry and the failure records of business 
from 1857 to 1951. 


10.2 Lumber and Building Material Dealers. 
Cost of Doing Business, Survey No. 9 
(New York 8: Dun & Bradstreet, Inc., 
99 Church St., 1952). 4 pp. Free 
[R.J.H.] 

An analysis of operating results for 258 
lumber and building material dealers for 
1950 is presented according to rate of profit, 
region, form of organization, sales volume, 
class of customer, population, and credit 
policy. Each of these factors is presented in 
a separate table which includes net sales, 
cost of goods sold, and net profit. 

Far Western firms had net profit on net 
worth of 26.3 per cent. This compares with 
15.6 per cent for the rest of the country. The 
smaller dealers (under $200,000 sales) had 
lower cost of goods, higher expenses, and 
lower net profit on net worth than the large 
dealers. Firms doing go per cent or more of 
their business on a credit basis had net 
profit on net worth of 22.6 per cent. Firms 
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with credit sales of less than 75, per cent of 
total sales had net profit on net worth of 
14.6 per cent. 


13. CREDIT 


13.1 Revision of Federal Reserve Board’s 
Consumer Credit Statistics. (Division 
of Research of Statistics, Board of 
Governors of the Federal Reserve 
System). [C.H.S.] 


A program of comprehensive review and 
revision of the consumer credit series pre- 
pared and published by the Federal Re- 
serve Board in the “Federal Reserve Bulle- 
tin” is nearing completion. The objective 
of this program was first, to review the con- 
ceptual framework of the consumer credit 
series in order to provide the data that 
would best meet the needs of analysis within 
the limitations set by the available informa- 
tion. Second, it was desired to make a 
thorough canvass of all available informa- 
tion in order to incorporate any new or im- 
proved data into the series. This involved 
the preparation of new benchmark esti- 
mates based upon the 1948 Census of Retail 
Trade and information obtained in con- 
nection with the registration under Regula- 


tion W as of September 1950, as well as the . 


other numerous sources of information 
available in this field. Finally, it was desired 
to review the methods of extrapolation and 
to make all feasible improvements in the 
sample data used in the preparation of the 
estimates. 


14. RETAILING 


14.1 Better Utilization of Selling Space in 
Food Stores. (Washington: Produc- 
tion and Marketing Administration, 
Department of Agriculture, Market- 
ing Research Report No. 30, Novem- 
ber 1952.) [C.H.s.] 


Fewer rows of display per item and more 
items stocked would likely increase the 
gross profit of retail food stores. This is the 
conclusion this report draws from an ex- 
periment in 5 supermarkets located in an 


eastern metropolitan area. The experiment 
included 17 representative canned fruits 
and vegetables. 

The average sales and gross margin 
unit of display space (row or shelf foot) with 
a 2-row display exceeded by nearly 5 to 1 
the additional sales or gross margin per 
added row of display. Sales of the 17 selected 
canned fruits and vegetables showed an in- 
crease of 10 per cent of sales for each row 
added to a display of 2 or more rows. Total 
weekly sales of these items in the 5 super- 
markets averaged 590 cans when 2-row dis- 
plays were made. Sales increased an average 
of 60.9 cans per row added, up to 6 rows, 
the limit of the experiment. Likewise, sales 
decreased an average of 10 per cent as the 
size of display was decreased from 6 to 2 
rows. 

Gross margin per shelf foot for the first 
two rows was at an average rate of $1.34 
whereas for each additional row it was at 
the average rate of $0.29. With the 2-row 
display weekly gross margins per linear shelf 
foot for the individual items ranged from 
$0.47 to $4.40. Returns per linear shelf foot 
for every additional row displayed ranged 
from a minus $0.16 to a plus $0.99. 

The fact that the average sales and gross 
margin per unit of display space with the 
2-row display greatly exceeds the additional 
sales or gross margin per added unit of dis- 
play emphasizes the importance of con- 
sidering the addition of new items to the 
shelf before increasing beyond two rows the 
display space of all except fast-moving items. 

Single copies of this report may be ob- 
tained free of charge from the Office of In- 
formation, Department of Agriculture, 
Washington 25, D. C. Additional copies 
may be obtained, at 20 cents apiece, from 
the Government Printing Office, Washing- 
ton, D. C. 


14.2 Food Stores Led All Other Retailers in 

1952 Sales Gains, C. W. Dipman and 

R. W. Mueller, Progressive Grocer, 
March 1953, pp. 36-43. [S.B.] 

This article presents the findings of Pro- 

gressive Grocers Annual Survey of Food 
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Retailing. 1952 Food store sales were $40 
billion, up 7.4 per cent over 1951; most of 
this gain was real. Retail food prices were 
up only 1.8 per cent over 1951. 

1952 saw a change in the traditional defi- 
nition of food chains: now to qualify as a 
chain, an organization must have 11 or more 
stores or units under central management 
and ownership. Upon the basis of this new 
definition, the chain-independent split of 
total food store sales was 35 per cent chain, 
65 per cent independent in 1952, same as 
in 1951. Prewar figures also average out to 
these same figures, but they are based upon 
the previous definition of chains. 

The flow of business to the larger stores 
continues. Small stores (under $75,000 a 
year) showed a sales gain of 1.5 per cent over 
1951. Super markets (over $375,000 a year) 
showed a sales gain of 17.0 per cent. 1952 
saw the super markets and superettes, which 
comprise less than one-fourth of the total 
number of food stores, doing 78 per cent of 
total sales. 

Two marked developments in 1952 were 
the continued gains of self-service meat de- 
partments and the strength of non-food 
items. Independents with self-service meat 
departments reported a gain in total stores 
sales of 21.8 per cent as compared to the 
sales increase of 6.5 per cent increase of 
counter-service stores. Part of this gain was 
a size factor since self-service meats are still 
confined primarily to the larger super mar- 
kets. 

The most successful of the non-food items 
are health and beauty aids, 1952 sales were 
$450 million, up one-third in 1952. It is 
estimated that non-food items have in- 
creased store volume by 4 to 5 per cent and 
increased gross dollar margin 6 to 8 per cent. 


14.3 Self-Service Reaches the Drugstore. Busi- 
ness Week, March 7, 1953. [S.B.] 


There are now 636 self-service drugstores 
in the U. S., barely 1 per cent of the nation’s 
total. Yet it is already possible to see that 
self-service will have a major impact on 
drug retailing. 

Drug stores are classified as fully self- 


service if all merchandise except in three de- 
partments (fountain, prescriptions and to 
bacco) is offered on self-service fixtures. A 
study of 89 stores showed that the average 
individual sales in independent stores in- 
creased from 46¢ to 76¢ with a switchover 
to self-service. For chain stores, the change 
was from 62¢ to $1.19. Operating costs of 
self service stores are 20% compared to 
26% for service stores of similar volume. 

One difference between food and drug 
self-service is that in the latter turnstiles in- 
hibit customers from entering. 

Self-service is spurring druggists to widen 
their offerings; favored new departments 
are novelties, photo supplies, toys, hard- 
ware and costume jewelry. 

The article concludes with a question 
rich with implications: With self-and semi- 
self-service drug stores setting a keen com- 
petitive pace, how much longer can manv- 
facturers set resale prices to protect the 
neighborhood druggist? 


15. TRANSPORTATION 


15.1 An Analysis of Some Methods of Load- 
ing Out Delivery Trucks of Produce 
Wholesalers. (Washington: Produc- 
tion and Marketing Administration, 
Department of Agriculture, Market- 
ing Research Report No. 15, May 


1952.) [C.H.S.] 


Service wholesalers of produce have 
vigorously sought, especially in recent years, 
ways of reducing the costs of handling prod- 
ucts through their warehouses. Considerable 
emphasis is being placed on solving the 
problem of reducing the cost of assembling 
orders and loading trucks, the most costly 
of all warehousing operations on a tonnage 
basis. 

In this report the authors describe six 
methods used by produce wholesalers em- 
ploying different types and combinations of 
types of materials-handling equipment for 
“loading out.” “Loading out” refers to the 
cycle of operations performed in: (1) re 
moving produce from storage (either perma 
nent or temporary); (2) transporting the 
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roduce from storage point to an area near 
the tail gate of the delivery truck; and (3) 
loading the produce onto the truck. Direct 
costs of loading out a ton of produce by the 
six methods studied ranged from a low of 
$1.43 to a high of $2.27. A plant currently 
loading out 50 tons of produce daily could, 
by shifting from the highest to the lowest 
cost method, save approximately $13,000 
annually. 

Single copies of this report may be ob- 
tained free from the Office of Information 
Services, Production and Marketing Ad- 
ministration, Department of Agriculture, 
Washington 25, D. C. Additional copies, 
at 25¢ apiece, may be obtained from the 
Government Printing Office, Washington, 
D.C. 


15.2 Progress on the 1953 Census of Trans- 
portation. (Census Bureau, Depart- 
ment of Commerce.) [C.H.S.] 


Work was begun at the end of January 
on the survey of commodity movements, one 
of the series of special surveys which will 
comprise the 1953 Census of Transporta- 
tion. Details of this survey and progress on 
other phases of the 1953 Census are de- 
scribed below. 

The survey of commodity movements by 
trucks that are not subject to economic reg- 
ulation by the Interstate Commerce Com- 
mission, begun in January, will cover about 
30,000 respondents selected from a list of 
all truck owners residing in 68 sample areas. 
The sample of truck owners for each area is 
divided into 52 parts, and most respondents 
will be required to report for only one desig- 
nated week. By this means reliable seasonal 
and annual data can be obtained with a 
minimum reporting burden. 

A “log” of the truck’s operations will be 
kept for one week. This record will show 
for each shipment the class of commodity 
loaded, point of loading and unloading, 
distance hauled, and selected information 
about the type of truck used and the busi- 
ness of the owner. Collection of these data 
from a changing group of truck owners will 


continue for 52 consecutive weeks, begin- 
ning with the week of February 15. 

A second pretest of the schedule to be 
used in the survey of truck ownership has 
been made in five States. This survey is a 
mail inquiry to be sent to truck owners to 
obtain information on such subjects as the 
physical characteristics of trucks, the busi- 
ness or occupation in which they are used, 
and related operating and inventory infor- 
mation. 

A pretest of tentative schedules and field 
instructions for the survey of outbound ship- 
ments of industry was started in February. 
In accordance with specific step-by-step in- 
structions, field enumerators will first inter- 
view officials of 150 manufacturing estab- 
lishments in three metropolitan areas to 
obtain information about their shipping or 
other records from which the sampling plan 
best suited to each establishment’s records 
can be determined. Forms on which to re- 
cord information for designated shipments, 
showing shipping weight, carrier used, and 
destination of shipment, will then be left 
with the respondent to be completed and 
returned by mail. 


18. REGULATION 


18.1 Resale Price Maintenance in Great 
Britain. L. A. Skeoch, The Canadian 
Journal of Economics and Political 
Science, February, 1953. [E.D.] 


This note is a review of John Dennis 
Kuipers, Resale Price Maintenance in Great 
Britain (Wageningen: N. V. Drukkerij 
“Vada,” 1950), a doctoral thesis submitted 
to the University of Amsterdam. The first 
part of Kuipers’ volume deals with general 
legal and economic aspects of resale price 
maintenance in Great Britain; the second 
part, with the nature and extent of resale 
price maintenance in the grocery trade. 

Kuipers concludes that in 1937-1939, re- 
sale price maintenance applied to 19-21 per 
cent of grocery volume, to 34-37 per cent of 
independent grocery sales, and to 11-13 per 
cent of sales by multiple stores and coops. 
He also estimates that in 1940, coops and 
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multiples controlled 52 per cent of the 
grocery trade but only 13 per cent of the 
outlets. Kuipers fails to observe, however, 
that this confirms Grether’s conclusion that 
the fixing of resale prices encourages rather 
than hampers the growth of these organiza- 
tions. 

The basis of Kuipers’ general analysis is 
that resale price maintenance is essential to 
control loss leader selling of branded goods. 
The reviewer is highly critical of much of 
the evidence advanced to support this posi- 
tion and of the absence of highly relevant 
data. 


20. MARKETING THEORY 


20.1 The Product as an Economic Variable. 
Edward H. Chamberlin, The Quar- 
terly Journal of Economics, Febru- 
ary, 1953. [E-D.] 

In attempting to control their market re- 
lationships, managements of individual 
firms may manipulate four variables—price, 
quantity, product, and selling costs. Non- 
price competition is the term used to de- 
scribe these “new” variables—product and 
selling costs. Products are not given but are 
constantly changed, and this aspect of com- 
petition is the main concern of this paper. 

Observations are made on the relation- 
ships between each of the following pairs of 
competitive factors: product and quantity; 
advertising and quantity; price and prod- 
uct; price and advertising; and advertising 
and product. 

Certain concepts and hypotheses are 
stated. Product elasticity of demand is a 
special problem in the light of consumer 
ignorance. Cut-throat price competition has 
its counterpart in product improvement 
with higher and higher costs. Recognition 
of advertising as a means of creating and 
altering demands introduces the notion of 
economically created demands. Product 
variation is not only an alternative to price 
competition but also a new force working 
against price competition. Intense price 
competition encourages the lowering of 
product quality. Still unexplored are the 


apparently contradictory observations that 
advertising is often used to maintain sales 
in the face of quality deterioration, and that 
advertising and quality are often positively 
correlated. 

No true equilibrium can be determined 
until products themselves, as well as prices 
and outputs, have been determined. The 
wants in which we are interested are those 
for all possible products at all possible 
prices. 

Three main determinants of products are 
discussed: (1) custom (which accounts for 
product “‘stickiness’’); (2) standards (public 
or private); and (3) profit maximization. 
The latter is treated at considerable length, 
with analogies drawn from location theory 
to explain the concentrations of buyers 
“around” certain products and to point out 
the pressures toward quality deterioration. 
A proposition is developed: “Assuming 
profit maximization and complete lack of 
knowledge with respect to certain aspects of 
products, these aspects will undergo such 
qualitative change as will reduce cost, until 
a limit set by technological considerations 
is reached.” 

An economist cannot “pretend to explain 
(or to prescribe for) the economic system 
and leave products out of the picture.” 


20.2 Some Recent Uses of Elasticity of Substi- 
tution—A Survey. Irving Morrissett, 
Econometrica, January, 1953. [E-D.] 


As originally set forth, the concept of 
elasticity of substitution (E,) was used pri- 
marily in discussions of production theory 
under simplified conditions. During the last 
decade, the concept has been carried over 
to the theory of demand. It is defined as “a 
measure of the rate of change of the ratio 
of two inputs or two outputs, relative to the 
marginal rate of substitution between the 
two inputs or outputs.” 

As originally defined by Allen and others 
for measuring interrelated demands of in- 
dividual consumers, the concept is unam- 
biguous when referred to individual indif- 
ference curves (two goods). If care is used, 
it may also be unambiguous for more than 
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two goods. But it is of highly dubious value 
when applied to a community indifference 
curve. 

Estimates of E, derived from market data 
by the methods reviewed probably give a 
poor approximation to E,. The assumptions 
necessary in order to use E, in the study of 


interrelated consumer demands are such 


that the concept is of little value for this 
purpose. 


21. PRICE AND PRICE POLICIES 


21.1 Employment, Prices, and Monopolistic 
Competition. Hans Brems, The Re- 
view of Economics and Statistics, No- 
vember, 1952. [E.D.] 


This is an attempt to show certain rela- 
tionships between Chamberlinian and Key- 
nesian economics. A simple macroeconomic 
model of the Swedish type is presented in 
which nine unknowns are identified for the 
business sector and five for the household 
sector. Iwo equations stating certain ex- 
post truisms and three behavior equations 
are presented. Among the latter are the in- 
vestment function, the consumption func- 
tion, and the factor purchase function. 

The model is then employed to illustrate 
the possible effects of changes which might 
occur under conditions of monopolistic com- 
petition. These include changes in the fac- 
tor-goods price ratio and advertising and 
product improvement. Of special interest to 
marketing specialists is the theoretical dis- 
cussion of the effects of advertising and prod- 
uct improvement upon the consumption 
function and upon national output via the 
factor purchase multiplier and via the in- 
vestment multiplier. References are made to 
a number of theoretical and empirical 
studies of advertising. None, however, is 
made to Borden’s work. 


21.2 A Report of the Investigation and Evalu- 
ation of the Pre-Korean Food Margin 
Survey Conducted in 1952 by OPS. 
Paul D. Converse, Professor of Mar- 
keting, University of Illinois for the 

Super Market Institute, Incorpo- 


rated; Warren N. Cordell, Vice Presi- 
dent, A. C. Nielsen Company for 
the National Association of Retail 
Grocers of the United States; and 
Paul A. Baumgart, Manager, Eco- 
nomic Research Department, Safe- 
way Stores, Inc. for the National As- 
sociation of Food Chains; January 
22, 1953. Available from the A. C. 
Nielsen Company, 2101 Howard 
Street, Chicago 45, Illinois. $2.00. 
[R.J.H.] 

Findings of this independent investiga- 
tion include the following. Within the 
framework in which it was conceived—pri- 
marily the coverage, classifications, and 
definitions of CPR 15 and 16—the sample 
design of the OPS Food Margin Survey was 
conscientiously and carefully laid out from 
a statistical viewpoint, in a cooperative 
effort by OPS and BLS. While the Survey 
was restricted in scope and subject to certain 
deficiencies, effort was made to collect ade- 
quate data on pre-Korean markups and to 
subject such data to exhaustive statistical 
analyses. However, the results of the OPS 
Survey are subject to serious limitations due 
to the following: 


1. Representative Samples of Group 1 
and 2 Food Stores Could Not Be Secured. 

2. Weights for Commodity Categories for 
Group 3 and 4 Food Stores Were Inaccurate. 

3. Homogeneous Categories and Classifi- 
cations Were Not Identified or Achieved. 

4. Sample Data on Markups Were Not 
Related to Sample Stores’ Actual Activity 
for the Item or Category. 


The OPS Survey data dramatically show 
the wide variations in markups under nor- 
mal grocery pricing practices. Even under 
price regulations, the pressures causing 
such variations will continue to exist. Im- 
position of maximum markups will not and 
cannot suddenly transform the situation 
into one of singularity of markups between 
products within a commodity category; be- 
tween sizes, brands, and varieties; between 
regions and trading areas; and between 
sellers. The OPS Food Margin Survey 
clearly illustrates the wide dispersions of 


| 
M4 
| 
plain 
stem 
issett, : 
E.D.] 
of 
pri- 
neory 
e last | 
over | 
as | 
ratio | 
othe 
1 the 
thers 
of in- 
nam- 
indif- 
used, | 
than 


72 


pre-Korean markups and indicates that they 
are not easily amenable to reduction and 
isolation by contribution causes. This vital 
evidence shows that neither statistical 
studies nor administrative control of maxi- 
mum markups can properly substitute for 
the controls exerted by normal, competitive 
pricing. 

If a future emergency should arise in 
which the regulation of prices by control of 
margins is again deemed necessary and ap- 
propriate, it is recommended that then-pre- 
vailing margin data be gathered more 
promptly. There is a question as to whether 
a survey of such margins should be con- 
ducted by the agency charged with adminis- 
tration of controls. If a prompt and ade- 
quately comprehensive survey cannot be 
conducted by other Government agencies, 
it is suggested that private research agencies, 
state agencies, and university facilities, such 
as research bureaus and extension organiza- 
tions be used. 

Chain and other food retailer groups also, 
of their own volition, made extensive analy- 
ses of their pre-Korean markups which 
proved to agree very closely with the markup 
data finally obtained in the OPS Food Mar- 
gin Survey. In the future it would seem that 
such retailer organizations or their trade 
associations would make available com- 
parable data much more promptly and with 
less expense than involved in the OPS 
Food Margin Survey. 


21.3 Resumption of “Old Series” Consumer 
Price Index for 6 Months. (Bureau of 
Labor Statistics, Department of La- 
bor.) [c.H.s.] 


In accordance with the request of Presi- 
dent Eisenhower, Secretary of Labor Durkin 
has instructed the Bureau of Labor Statistics 
to resume compilation and publication of 
the “old series” Consumer Price Index for 
the six-month period through June 30, 1953. 
This series had been discontinued at the 
end of 1952, upon completion of the com- 
prehensive revision program. The decision 
to resume compilation of the old series for 
a six-month period was taken by the Presi- 
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dent at the urging of labor and manage. 
ment groups in order to facilitate the transi- 
tion to the new, or revised, index. It is 
anticipated that the six-month period will 
provide time for both labor and manage. 
ment to work out transitional problems 
arising out of the use of this index in their 
contracts. 

The “old series” Consumer Price Index 
will be issued for each of the months, Janu- 
ary through June 1953. It will not be pos- 
sible for BLS to produce the “old series” 
monthly index on the previous time sched- 
ule, i.e., on or about the twenty-fifth of the 
following month. The “old series” index 
will accordingly be issued separately from 
the revised index and at a later date. 


22. GENERAL MARKETING STATISTICS 


22.1 An Appraisal of the 1950 Income Data. 
Herman P. Miller, Journal of the 
American Statistical Association, 
March, 1953. [E-D.] 


The 1950 census provides data on the 
size distribution of income for each locality 
in the United States as well as for the coun- 
try as a whole. This paper compares the 
findings of the census with the income data 
of the Census Bureau’s Current Population 
Survey and with the income aggregates of 
the National Income Division of the De- 
partment of Commerce. Further light will 
be thrown on the validity of census findings 
when results of the Post Enumeration Sur- 
vey are available. 

Two major conclusions of this prelimi- 
nary study are: (1) Family income data of 
the census are comparable to those of the 
Current Population Survey. (2) Census in- 
come data for persons are somewhat more 
reliable than family income data, because 
an inferior technique was used in the col- 
lection of family income data. 


22.2 Census Commodity Statistics for Inter- 
censal Years. (Census Bureau, Depart: 
ment of Commerce.) [c.H.s.] 


The first summary compilation of Census 
commodity statistics for intercensal years 
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will be included by the Bureau of the Cen- 
sus in the “Annual Survey of Manufactures” 
volume for 1951. The statistics will include 
over 2,000 different products, representing 
about one third of the commodities for 
which separate data were tabulated in the 
1947 Census of Manufactures reports. 

The chapter will show, insofar as avail- 
able, quantity of production and quantity 
and value of shipments for each commodity. 
Figures will be given for 1950 and 1951, and 
will in general be comparable with the in- 
formation published for the 1939 Census of 
Manufactures. 


22.3 Defense Expansion and Civilian Mar- 
kets: A Review of 1952. Survey of 
Current Business, February, 1953. 
[E.D. ] 


This annual review number contains the 
following estimates about the economy for 
1952 (1951 data in parentheses): 

(1) Gross national product was $346 bil- 
lion ($329 billion); national income was 
$2go billion ($278 billion). Half of the in- 
crease in total output was a rise in physical 
volume. Personal income was $268 billion 
($254 billion); personal disposable income 
was $234 billion ($225 billion); personal 
consumption expenditures were $216 bil- 
lion ($208 billion). 

(2) Markets were more balanced in 1952 
than in 1950, evidenced by greater price 
stability (prices rose 2.5 per cent, versus 7 
per cent the year before) and by the relaxa- 
tion of economic controls. 

(3). Gross private domestic investment de- 
clined because of a drop in business inven- 
tory accumulation. 

(4) About half the increase in consumer 
spending reflected an enlarged flow of non- 
durable goods and services; durable goods 
outlays were about the same as in 1951. 

(5) The increase of wholesale and retail 
trade combined was 7.5 per cent, compared 
with 4.7 per cent for all industries. 

(6) Average prices of final products in- 
creased about 2 per cent during 1952; prices 
in wholesale markets dropped about g per 
cent. 


(7) Retail store sales totaled $164 billion 
—4 per cent more than in 1951. The increase 
was accounted for mainly by price changes. 
Chain store sales advanced more than inde- 
pendent store sales, especially in groceries 
and department stores. Automotive sales 
were very unstable throughout the year. 

(8) Wholesale sales were below 1951 due 
to the drop in durable goods. But the physi- 
cal volume of wholesale sales was greater 
than in 1951. 

(9) International trade of the United 
States was below the $26 billion total for 
1951. 

(10) The number of firms in wholesale 
trade in 1952 was 1.8 per cent above the 
number in 1951. In retail trade, the number 
declined 0.6 per cent. 


22.4 “Employment, Hours and Earnings— 
State and Area Data, 1947-51.” (Bu- 
reau of Labor Statistics, Department 
of Labor). [c.H.s.] 


The Bureau of Labor Statistics has re- 
leased a new publication presenting annual 
averages for employment, hours and earn- 
ings from 1947 through 1951 for states and 
selected metropolitan areas. 

Data are shown for most States and the 
District of Columbia for total nonagricul- 
tural employment in each of the 8 industry 
divisions—mining; contract construction; 
manufacturing; transportation and public 
utilities; wholesale and retail trade; finance, 
insurance and real estate; service; and gov- 
ernment. For manufacturing and govern- 
ment, the figures are complete for every State 
for each of the five years. State data are also 
presented on employment in the major 
groups within manufacturing. For metro- 
politan areas, data on manufacturing em- 
ployment—usually from 1949-51—are given 
for 102 areas, and nonagricultural employ- 
ment by industry divisions is shown for 
about half that number. Figures on hours 
and gross earnings of production workers in 
manufacturing are given for 45, States and 
most of the metropolitan areas. 

The introductory text includes a sum- 
mary of the objectives, scope, technical de- 
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scription and uses of the data; summary 
tables and analysis of employment concen- 
trations; and discussion of trends in employ- 
ment and in hours and earnings in the pe- 
riod since World War II. 

Copies of “Employment, Hours and Earn- 
ings—State and Area Data, 1947-51” may be 
obtained from the Field Relations Branch, 
Division of Manpower and Employment 
Statistics, Bureau of Labor Statistics, Wash- 
ington 25, D. C. 


22.5 Growth Trends in the Economy. Louis 
J. Paradiso and Francis L. Hirt, Sur- 
vey of Current Business, January, 
1953. [E-D.] 

Since about 1900, the nation’s total pro- 
duction of goods and services has increased 
at an average rate of about three per cent 
per year, and since 1940, at about five per 
cent per year. Production data for 1940-1951 
for more than 160 selected industries indi- 
cate considerable diversity in production 
trends. 

The approximately 60 rapidly growth in- 
dustries, with increases in production at an 
average annual rate of 7.5 per cent or more, 
range from washing machines (7.5 per cent) 
to antibiotics (118.0 per cent) and include 
fifteen household durable goods, of which 
television sets, freezers, and clothes dryers 
are leaders. 

The middle group includes moderately 
or slowly growing industries (0.o—7.5 per 
cent) and includes, at the bottom, cigars (0.3 
per cent), copper (0.4 per cent), and radios 
(0.6 per cent) and, at the top, shipping con- 
tainers, glass containers, and truck and bus 
tires (each 7.3 per cent). Most in this group 
are old, established industries. Of the indus- 
tries selected, seventeen showed declining 
trends (less than 0.0 per cent). : 


22.6 Markets After the Defense Expansion. 
(Office of Business Economics, De- 
partment of Commerce). [C.H.s.] 


An increasing number of progressive firms 
are basing their sales and production plan- 
ning on the premise that, in general, any 


particular firm’s sales are dependent to a 
considerable degree on the course of broad 
external forces, and that these can be meas- 
ured by the basic overall indicators of eco- 
nomic activity. 

It is of course true that divergent trends 
among industries and lines of business tend 
to be obscured when the economy is looked 
at in the large. But the position of the whole 
has a great bearing upon that of the part. 
The prospect for any particular business 
unit depends upon the time and the angle at 
which the close-up picture of that business, 
in the setting of the national economy, is 
viewed. 

According to the Foreward: “This docu- 
ment is the most authentic and detailed ap 
praisal of business prospects for the next few 
years which has been presented to the Amer- 
ican Businessman.” 

Federal Government purchases of goods 
and services, according to a pattern for na- 
tion security expenditures, which is based 
on present goals for the defense establish- 
ment, will be rising through most of 1953, 
stable in 1954, and falling in 1955. 

A special survey conducted for this study 
revealed that business anticipates that its 
expenditures for plant and equipment in 
1953 will approximately match the record 
1952 total. Beyond i953 investment esti- 
mates are less firm, with plans more subject 
to filling out and to change. American busi- 
ness firms, each with its detailed knowledge 
of its own markets, do not consider their 
capital plant to be overbuilt in terms of the 
demand which will exist if we avoid serious 
cyclical difficulties. 

Residential construction activity is ex- 
pected to continue high for another year or 
two and then to drop to a somewhat lower 
level, unless an unprecedentedly large re 
placement demand can be created. 

A small increase in consumer expendi- 
tures may occur independently of an ad. 
vance in income, but in general the future 
course of consumer spending will depend 
upon the movement of disposable personal 
income. 

The potential growth in the total market 
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(i.e., gross national product) from $329 bil- 
lion in 1951 to $365, billion in 1955 (in dol- 
lars of 1951 purchasing power) thus calcu- 
lated, together with the national security 
expenditures pattern delineated, give di- 
mensions to the economic situation in the 
period ahead. 

In contrast to the wartime situation, there 
have been few shortages to create new back- 
log demands for either consumer or capital 
goods, no comparable buildup in the sav- 
ings nor any reduction in the debt of indi- 
viduals or businesses, little interruption to 
family formation or population growth, and 
a relatively small deficiency in the growth of 
the business population. The economy, in 
consequence, is not building up a large re- 
serve of effective demand to stimulate buy- 
ing in some future period. 

For nearly all products the most impor- 
tant single factor determining sales volume 
is the size of total output and income. Dur- 
ing the postwar period these basic measures 
moved upward with only minor interrup- 
tions. There is, however, no reason to sup- 
pose that this pattern will continue indefi- 
nitely; indeed, the report describes areas of 
potential weakness which could, if not coun- 
teracted, touch off a downward movement in 
production and income within the next 
three years. With regard to the possibility of 
a recession, the report emphasizes the fol- 
lowing two points: 


(1) Nothing has taken place which will 
automatically prevent the recurrence of the 
traditional downward spiral of sales, pro- 
duction, investment, and consumer and bus- 
iness income, or keep it from proceeding 
once it has been >t off. 

(2) The chain has, however, been weak- 
ened by decreasing the closeness of the re- 
lationship between the value of production 
on the one hand, and disposable personal 
income on the other. 


The report sets forth a pattern of expen- 
ditures for 195% which is labeled as “A meas- 
ure of the Nation’s markets after the defense 
build-up.” 

The table is set forth to enable business- 


men to visualize the size and character of 
the markets at that time in the perspective 
of the shift in Government military expen- 
ditures and the over-all size of the market. 

The table is presented as neither a fore- 
cast nor a goal. The specific magnitudes de- 
rive from the assumption that the economy 
would then be operating at a high rate and 
that demands for the military establishment 
can by that time be reduced. 

The economic materials presented in this 
report will be of maximum utility to com- 
panies that already know the relationship of 
their progress to that of the whole economy. 
For others, the general manner of develop- 
ing such a relationship is indicated—for use 
not only with the present materials but on 
a continuing basis as further analyses are 
undertaken. 

The next step in this process of interpret- 
ing a particular firm’s position in relation to 
the course of business conditions is for the 
firm to relate its activity to that of the indus- 
try in which the firm is a part. This can be 
done very simply by plotting the ratio of the 
firm’s sales to its industry’s sales. 

Such an approach to the analysis of mar- 
kets as is indicated above does more than 
help the firm minimize its own errors. As 
more firms act on the evidence revealed by 
analysis of economic forces and their im- 
pact on particular markets, the business 
community tends to increase its contribu- 
tion toward minimizing business fluctua- 
tions as well as to improve its individual 
performance. 

“Markets after the Defense Expansion” is 
available from the Superintendent of Docu- 
ments, U. S. Government Printing Office, 
Washington 25, D. C. Price 55 cents. 

Another government publication supple- 
ments the above analysis of future markets, 
together with policy recommendations for 
avoiding a possible future recession: “The 
Economic Report of the President, January 
1953 together with the Annual Economic 
Review By the Council of Economic Advis- 
ors.” This report is also available from the 
Superintendent of Documents. Price 50 
cents. 
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22.7 1950 Census of Housing: Housing Char- 
acteristics. (Census Bureau, Depart- 
ment of Commerce). [C.H.s.] 


Analytical cross-classifications of charac- 
teristics of nonfarm occupied dwelling units 
and of farm occupied dwelling units will be 
published in the near future in two volumes 
—U.S. Census of Housing: 1950, Volume II, 
Nonfarm Housing Characteristics, and Vol- 
ume III, Farm Housing Characteristics. 

Volume II is published first as Series H-B 
bulletins, most of which have now been re- 
leased. The Series H-B bulletins consist of 
separate reports for the United States, for 
each of the nine census divisions, and for 
each of the 152 standard metropolitan areas 
of 100,000 inhabitants or more. Information 
for each city of 100,000 or more is included 
in the bulletin for the standard metropoli- 
tan area in which the city is located. Each of 
these bulletins is a preprint of a chapter of 
Volume II. 

The basic purpose of Volume II is to pro- 
vide cross-classifications of housing and 
household characteristics for analytical uses. 
The statistics are based on a sample of non- 
farm occupied dwelling units and are pre- 
sented separately for owner-occupied and 
renter-occupied dwelling units. The sub- 
jects include number of rooms, type of struc- 
ture, year built, condition and plumbing fa- 
cilities, heating equipment, television, rent, 
value, type of household, number of persons, 
income, value-income ratio, gross rent as 
percentage of income, and sex and age of 
head of the household. 

The bound volume U.S. Census of Hous- 
ing: 1950, Volume II, Nonfarm Housing 
Characteristics will be on sale by the Super- 
intendent of Documents, Government Print- 
ing Office, Washington 25, D. C., by about 
July 1953. Volume II will consist of five 
parts and will cost $22.25, for the set. Part 1, 
covering the United States and divisions, 
will be issued somewhat later than the other 
parts. The separate H-B bulletins may be 
purchased individually at from 15 to 30 
cents each, or the complete set may be pur- 
chased for $31.20. 

Volume III, Farm Housing Characteris- 


tics, will become available about June 1953. 
This volume will provide cross-classifica- 
tions of housing and household characteris- 
tics for occupied farm dwelling units. It will 
include many of the same subjects covered 
in Volume II. Statistics will be presented 
separately for the United States and each of 
119 economic subregions, which consist of 
two or more contiguous counties having rel- 
atively homogeneous agricultural condi- 
tions. This new area concept was developed 
by the Bureau of the Census in cooperation 
with the Bureau of Agricultural Economics 
and several State and private agencies. Hous- 
ing Volume III will appear in bound form 
only and may be ordered from the Superin- 
tendent of Documents, Government Print- 
ing Office, Washington 25, D. C., at $2.50 a 
copy. 


22.8 1950 Census of Population: Volume I, 
Number of Inhabitants. (Census Bu- 
reau, Department of Commerce). 
[C.H.S.] 


Volume I, Number of Inhabitants, for the 
1950 Census of Population is now available. 
This volume consists primarily of the tabu- 
lar portions of the Series P-A bulletins, 
which have been issued for each State, the 
District of Columbia, the Territories and 
possessions, and the United States as a whole. 
It also includes an introductory text and a 
list of corrections made subsequent to the 
publication of the Series P-A bulletins. 

Population Volume I is designed to pre- 
sent in a single volume the 1950 Census data 
on the total population of the United States, 
the regions, geographic divisions, States, 
counties and other political subdivisions of 
the States, urbanized areas, and other sta- 
tistical areas. It also presents the distribu- 
tion of the population by urban and rural 
residence for the United States, the regions, 
the geographic divisions, the states, and 
counties. 

U.S. Census of Population: 1950, Volume 
I, Number of Inhabitants, is on sale by the 
Superintendent of Documents, Government 
Printing Office, Washington 25, D. C., at 
$7.00 a copy. 
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Volume II, Characteristics of the Popula- 
tion, will become available during the first 
half of 1953. It will consist of 51 books—one 
for each State and the District of Columbia, 
one for the Territories and possessions, and 
one for the United States as a whole. 


22.9 1950 Population and Housing Census 
Data by Census Tracts. (Census Bu- 
reau, Department of Commerce). 
[C.H.S. ] 


Publication has been completed for the 
series of Census Tract Bulletins based on 
the 1950 Censuses of Population and Hous- 
ing. These 64 reports, comprising Series P-D, 
present population and housing statistics by 
census tracts for areas which have been 
tracted and in which there has been evi- 
dence of active interest in the tract program. 
Most of the large cities are covered; in the 
majority of cases the bulletin also provides 
data for adjacent tracted territory. 

Census tracts are small homogeneous 
areas, having a population usually between 
3,000 and 6,000, into which cities and adja- 
cent areas have been divided for statistical 
purposes. The tract boundaries generally re- 
main fixed, so that comparisons of data can 
be made for successive censuses. In the 1950 
bulletins, population statistics shown for 
each tract include number of inhabitants, 
sex, age, race and nativity, country of birth, 
education, changes in residence between 
1949 and 1950, employment status, occupa- 
tion; number of married couples, families, 
and households; and income of families and 
unrelated individuals. Housing statistics in- 
clude number of dwelling units and their 
distribution by occupancy and tenure, type 
of structure, condition and plumbing facili- 
ties, year built, number of persons, persons 
per room, heating fuel, refrigeration equip- 
ment, television, contract monthly rent, and 
value. Limited population and housing data 
for non-whites and for persons of Spanish 
surname are included in selected areas. Each 
bulletin includes a map defining the tract 
boundaries. 

The Census tract bulletins (Series P-D) 
represent Volume III of the 1950 Census of 


Population, but will not appear in bound 
form. The individual paper-covered bulle- 
tins are available from the Superintendent 
of Documents, Government Printing Office, 
Washington 25, D. C., at prices varying from 
15 cents to $3.00 according to the size of the 
bulletin. The price for the entire set is 
$21.70. Order blanks listing the 64 publica- 
tion areas and the prices of the bulletins 
may be obtained from the Bureau of the 
Census. For eight cities (mainly in New Jer- 
sey and Georgia) for which bulletins were 
not published, the tabulated data may be 
obtained from the Bureau of the Census at 
the cost of preparation. 


22.10 1953, Censuses of Industry, Trade and 
Transportation. (Census Bureau, De- 
partment of Commerce). [c.H.s.] 


Censuses of manufacturing, mineral in- 
dustries, wholesale and retail trade, services 
and transportation will be taken covering 
the year 1953. The previous censuses of 
wholesale and retail trade and services cov- 
ered 1948; the previous Census of Manufac- 
tures covered 1947; and the previous Census 
of Mineral Industries covered 1939. There 
has been no previous Census of Transporta- 
tion. A total of more than three million bus- 
iness establishments will be covered in these 
censuses. 

Planning work for the 1953 Census pro- 
gram started about a year ago. The work is 
now passing rapidly from an exploratory- 
research to a procedures-development stage. 
While maintaining the program of research 
into new methods and techniques, the Bu- 
reau of the Census is now putting a rela- 
tively greater proportion of resources into 
the preparation of materials required for 
the actual taking of the censuses. Report 
forms are in process of clearance; a precan- 
vass of large companies, to be taken in the 
summer of 1953, is being organized; and a 
general plan for the census canvass has been 
developed. Revisions of the Standard Indus- 
trial Classification are being reviewed. A 
monthly survey of retail trade and perhaps 
of services in a sample of areas during 1953 
is being planned to provide a more accurate 
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measure of part-year activities that can be 
obtained from a census taken after the year 
covered by the statistics. The general frame- 
work for the transportation census has been 
set up. 

For the Census of Wholesale and Retail 
Trade and Services, there will be about 55 
standard forms as compared to 16 in the 
1948 Census of Business. The increase in the 
number of forms arises from the need dem- 
onstrated by the 1948 experience to develop 
inquiries adapted to the operations and ter- 
minology of various major types or groups 
of businesses. Most forms contain questions 
on location, kind of business, corporate re- 
lations, payrolls and employment, operat- 
ing expenses, inventories, annual sales, 
credit sales, and merchandise lines. In the 
retail field, as in 1948, there will be a sam- 
pling operation which will permit most 
small retailers to use only the simplified 
form. 

Taking into account the large volume of 
data already available on some phases of 
transportation, the Census Bureau is plan- 
ning this program in such a way as to fill 
gaps in existing transportation statistics 
rather than as a comprehensive census of 
this field. This transportation statistics pro- 
gram consists, therefore, of a series of spe- 
cial surveys as follows: 

A Survey of Commodity Movements be- 
yond local areas by unregulated trucks (i.e., 
not subject to Interstate Commerce Com- 
mission economic regulation) will provide 
measures of the total tons and total ton- 
miles of traffic handled. A Survey of Truck 
Ownership. A Survey of Industry’s Use of 
Transportation Services will provide data 
showing the total volume of shipments in 
the United States by major groups of manu- 
facturers; and relative amounts moved by 
railroads, trucks and other types of carriers; 
and geographic distribution of products 
within and between regions. A Survey of 
For-hire Trucking Establishments. A Hand- 
book of Transportation Statistics will pro- 
vide extensive reference material to trans- 
portation data released for public use by all 
recognized public and private statistical 


agencies. 


A survey covering and service establish- 
ments in a sample of areas throughout the 
United States will be made each month dur- 
ing 1953. This survey, referred to as the “‘cur- 
rent establishment survey,” will provide na- 
tional figures monthly on retail trade sales 
and possibly on receipts from services. 

These monthly figures, when added for 
the year for major kinds of business, will 
yield totals covering a broader universe than 
the census. This operation will provide a 
measure in both retail and service industries 
which will appropriately reflect deaths and 
seasonal activities that a census, taken after 
the end of year, cannot well measure. 


22.11 Revised Household Projections by the 
Census Bureau. (Census Bureau, De- 
partment of Commerce). [c.H.s.] 


The Bureau of the Census has released, in 
Current Population Report Series P-20, No. 
42, its revised projections of the number of 
households, families and related units for 
July 1955 and 1960. The new release takes 
into account data from the 1950 Census of 
Population, and supersedes similar projec- 
tions released in 1946. 

High, medium, and low projections were 
prepared on the basis of different assump- 
tions concerning the level of fertility, mor- 
tality, and net immigration. The projected 
numbers of households are: 


High Series Medium Series Low Series 


July 1955 48,401,000 47,701,000 46,611,000 
July 1960 52,402,000 50,822,000 47,985,000 


Copies of Series P-20, No. 42, entitled 
“Projections of the Number of Households 
and Families: 1955 and 1960” may be ob- 
tained from the Bureau of the Census, Wash- 
ington 25, D. C. 


22.12 Statistical Abstract of the United States 
—1952 Edition. (Census Bureau, De- 
partment of Commerce). [c.H.s.] 


The Bureau of the Census has recently is 
sued the 1952 edition of the Statistical Ab- 
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stract of the United States, the one-volume 
reference source for social, political, eco- 
nomic and industrial statistics of the United 
States. 

New material presented for the first time 
in the 1952 edition includes tables on Na- 
tional Farm Product, Mineral Reserves, Par- 
ticipation in National Elections, Classifica- 
tion Status of Selective Service Registrants, 
Sales of Home Appliances, Income Shares of 
Upper and Lower Groups of the Popula- 
tion, Air Carrier Operating Revenues and 
Expenses and Personnel, Hourly and 
Weekly Earnings in Current and Constant 
Dollars, Characteristics of Male Veterans of 
World War II, Purchasing Power of the Dol- 
lar, and others. The special appendix on 
historical statistics, which first appeared in 
the 1949 edition, continues to bring to date 
the historical series presented in Historical 
Statistics of the United States, 1789-1945, 
published in 1949. 

Copies of the 1952 edition, may be ob- 
tained from the Superintendent of Docu- 
ments, Government Printing Office, Wash- 
ington 25, D. C., at $3.25 a copy. 


22.13 Statistical and Marketing Issue. Electri- 
cal Merchandising, January, 1953. 


Electrical Merchandising’s annual Statis- 
tical and Marketing issue is an invaluable 
collection of material for a great variety of 
analyses—making sales forecasts, both short- 
run and long-run; setting sales quotas; com- 
parison of sales of individual manufacturers 
against market totals, etc. 

The tabular and editorial material con- 
tains the following: sales of appliances and 
radio-TV in both dollars and units, 1943- 
1952; 1952 appliance sales by states for nine 
Major appliances; retail sales by months, 
1950 and 1951, for 24 appliances, large and 
small; levels of market saturation for 30 ap- 
pliances as of January 1, 1953; separate arti- 
cles on the marketing outlook for 35 ap- 
pliances and a discussion of the 1953 
business outlook for the industry. This issue 
also contains an article on the farm market 
for appliances. 


23. MARKET AREA STUDIES 


23.1 Delimitation of Economic Areas: Statis- 
tical Conceptions in the Study of the 
Spatial Structure of an Economic Sys- 
tem. Rutledge Vining, Journal of the 
American Statistical Association, 
March, 1953. [E.D.] 


The 501 state economic areas which were 
designed to represent “functional groupings 
of counties,” each containing a “distinctive 
economy,” are a new set of areas intermedi- 
ate in size between county and state which 
are being used as a basis for the reporting of 
certain census data. As a means of economi- 
cally meeting demands for enumerated in- 
formation, the rules of delimitation possibly 
possess optimal properties. But in its mono- 
graph of explanation (Bogue, State Eco- 
nomic Areas, Bureau of Census, Washing- 
ton, 1951), the Bureau implies that it is 
defining a “natural area unit” with a 
“distinctive economy.” There exists no 
unique or single set of “natural area units” 
as distinct operating entities and component 
parts of a human economy. 

In its spatial aspects, the economy is a con- 
tinuum. Although it occupies area, it is not 
to be identified with area. The behavior to 
be studied is that of the system of units 
rather than that of the units. 

The economy may be described in terms 
of: (1) density peaks (central places of vari- 
ous orders), representing points of disper- 
sion and points of absorption of economic 
flows; and (2) the spatial dispersion (meas- 
urable in miles) of the destinations and orig- 
inations of economic flows. Relative and 
cumulative frequency distributions of car- 
loads of 252 ICC commodity groups by dis- 
tance (miles) are shown graphically for the 
United States and for two states. This 
method of presentation does not make essen- 
tial use of sub-area designations. The basic 
idea is that of a density function. 

By the use of appropriate statistical tech- 
niques, it may be possible to construct a me- 
chanical model showing the distribution of 
entities over the area and their redistribu- 
tion through time. Such a model would 
throw light on expected (“normal”) quanti- 
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tative characteristics of differences in growth 
rates. 


23.2 Maps and Geographic Reports From the 
1950 Censuses. (Census Bureau, De- 
partment of Commerce). [C.H.s.] 


Following is a summary of all maps which 
have resulted from the 1950 Censuses of Pop- 
ulation, Housing and Agriculture. The sum- 
mary is divided into three parts: separate 
maps available as sales publications from 
the Superintendent of Documents, and maps 
published in Census reports; and separate 
Geographic Reports available from the Bu- 
reau of the Census: 


I. SEPARATE MAPS (available at prices 
noted from the Superintendent of Docu- 
ments, Government Printing Office, Wash- 
ington 25, D. C.). 


State Minor Civil Division Maps (20 cents 
each). 

United States County Outline Map (price 
—30 cents). A map showing the boundaries 
and names of all counties in the United 
States. 

United States Population Distribution, 
Urban and Rural: 1950 (price 35, cents). 


II. MAPS PUBLISHED IN CENSUS RE- 
PORTS 


In addition to the separate maps de- 
scribed above, the following maps based on 
1950 Census data have been published in 
Census reports. References to Population, 
Housing, and Agriculture are to the 1950 
Censuses of Population, Housing, and Agri- 
culture, respectively. 

Urbanized Area Maps, showing detailed 
limits of 157 urbanized areas—published in 
Population Series P-A bulletins and Vol- 
ume I, and in Housing Series H-A bulletins 
and Volume I. 

Census Tract Maps, showing census tract 
boundaries and numbers in 63 tracted areas 
—published in Population Series P-D, sep- 
arate bulletins for each tracted area. 

Block Identification Maps, identifying 
census tracts as well as blocks, by numbers— 


published in Housing Series H-E, separate 
bulletin for each city of 50,000 population. 

State County Maps, showing standard 
metropolitan areas by shading, and the lo- 
cation and names of all places of 25,000 and 
over—published in Population Series P-B 
bulletins and Housing Series H-A bulletins. 

State County Maps, showing counties, 
county seats, mountains and rivers for each 
State—published in Agriculture Volume I. 

State Economic Area Maps, by States, 
showing counties and State economic areas, 
for each State—published in Agriculture 
Volume I. 

State Irrigated Land Maps, showing acres 
of irrigated land, for each county, by size of 
circle—published in Agriculture Volume 
III. 

Agricultural Dot and Shaded Maps and 
Charts, for the United States and parts of 
the United States—published in Agriculture 
Volumes II and V. 

United States State Economic Area Map, 
showing all the State economic areas—pub- 
lished in Agriculture Volume V. 


III. GEOGRAPHIC REPORTS 


A number of Geographic Reports have 
also been issued in connection with the 1950 
Censuses. Titles of the Geographic Reports 
are: 


No. 1 Census Areas of 1950 (4 pages). 

No. 2 Center of Population of the United 
States: 1950 (4 pages). 

No. 3 Municipal Annexations and De- 
tachments: April 2, 1950—April 1, 1951 (22 
pages). 

No. 4 Population Density Map of the 
United States by Counties: 1950 (4 pages). 

No.5 Land Area and Population of In- 
corporated Places of 2,500 or More: April 1, 
1950 (30 pages; price 30 cents). 

No.6 Minor Civil Divisions and Places 
of the United States: 1950 (4 pages; price 10 
cents). 


The Geographic Reports may be obtained 
from the Bureau of the Census, Washing- 
ton 25, D. C. Numbers 1-4 are available 
without charge. 
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23.3 Minnesota’s Interstate Trade. Edwin H. 
Lewis. University of Minnesota, Stud- 
ies in Economics and Business, No. 
16. Minneapolis: The University of 
Minnesota Press, 1953. 37 pp- $1.50. 


[E.D.] 


This is a statistical study of freight move- 
ments into and out of Minnesota based on 
published and unpublished data from car- 
riers, shippers, and receivers. Of the total in- 
terstate tonnage originating and terminat- 
ing in Minnesota in 1950, three-fourths was 
outbound and one-fourth was inbound. Sur- 
plus (exporting) industries were food and 
allied products, printing and publishing, 
and paper products. The state’s principal 
deficit industries included four in which its 
output was almost zero—rubber products, 
tobacco products, glassware, and a large 
number of miscellaneous commodities—and 
seven in which its output per capita was less 
than forty per cent of the national average— 
apparel products, stone and clay products, 
petroleum products, leather products, pri- 
mary metals, mineral products (except iron 
ore), transportation equipment, and textile 
products. The general geographic origins 
and destinations of interstate trade in these 
major industrial groups are identified. How- 
ever, there were many differences in the sur- 
pluses and deficits and origins and destina- 
tions of particular commodities produced 
within each of these major industry groups. 

For each of the important subclassifica- 
tions, data showing the amount (number, 
weight, value), total receipts, total ship- 
ments, origins, and destinations are pre- 
sented and discussed. For example, the de- 
tail for food and kindred products is given 
for meat packing (further subdivided into 
cattle, calves, hogs, sheep, poultry), dairy 
products (further subdivided into as many 
as sixteen products), grain mill products, 
canned and preserved food products, bak- 
ery products, sugar and confectionery, and 
beverages. 

There is a concluding note on the out- 
look for freight traffic on the upper Missis- 
sippi: There may be a gradual increase in 


tonnage, but no appreciable increase is 
likely in its share of total interstate traffic. 


23.4 Standard Definitions of Metropolitan 
Areas. (Office of Statistical Standards, 
Bureau of the Budget.) [c.n.s.] 


The Federal Committee on Metropolitan 
Areas has established a technical subcom- 
mittee to study the criteria followed in the 
present definitions, prior to a review of the 
entire list of standard definitions of metro- 
politan areas. The review will be based on 
data from the 1950 Census of Population, 
current employment data, and other appro- 
priate information. Revisions in the present 
list proposed by the Technical Committee 
will be reviewed by the Federal Committee, 
and issued in time for use in the 1953 cen- 
suses of industry, trade and transportation. 

The standard definitions of metropolitan 
areas are issued for use by all federal agen- 
cies which compile statistical data on an 
area basis for general use. They are used, for 
example, by the Census Bureau in present- 
ing figures on population, industry and 
trade; by the Bureau of Labor Statistics in 
presenting employment and payroll data; 
and by the Bureau of Employment Security 
in local labor market analysis. They are also 
used by local governments and private in- 
dustry or research organizations when com- 
parability with basic data compiled by Fed- 
eral agencies is desired. A description of the 
criteria followed in defining the areas and 
a list of all the standard definitions which 
have been adopted may be obtained from 
the Publications Unit, Bureau of the 
Budget, Washington 25, D. C. 


24. RESEARCH TECHNIQUES 


24.1 BAE Handbook on Measurement of Sea- 
sonal Variation. (Bureau of Agricul- 
tural Economics, Department of Ag- 
riculture.) [c.H.s.] 


To encourage greater uniformity in the 
techniques used for seasonal adjustment, 
the Bureau of Agricultural Economics has 
issued, as Agricultural Handbook No. 48, a 
pamphlet on “Seasonal Variation: Methods 
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of Measurement and Tests of Significance,” 
by R. J. Foote and Karl A. Fox. The pam- 
phlet recommends procedures for comput- 
ing seasonal indexes for continuous data 
with a constant seasonal pattern, discontin- 
uous data with a constant seasonal pattern, 
and data with a linearly changing seasonal 
variation. It recognizes, however, that there 
may be particular circumstances which re- 
quire the use of different methods. 

The pamphlet also contains a section de- 
scribing a method for determining whether 
a significant seasonal pattern exists, based 
on the analysis-of-variance principle. In ad- 
dition, methods are given for computing 
standard errors of seasonal indexes for indi- 
vidual months, and of the difference be- 
tween successive months. 

Copies of Agricultural Handbook No. 48 
may be obtained from the Government 
Printing Office, Washington 25, D. C. Price 
10 cents. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 The Medical Market Forecast for 1953. 
Modern Medicine Pub. Inc. (Min- 
neapolis: Essex Building, 1953) 16 
pp. Free as long as supply lasts. 
[R.J.H.] 

In 1953 for the first time the Medical Mar- 
ket is expected to exceed 10 billion dollars. 
Even adjusted for price increases, the med- 
ical market has expanded beyond all expec- 
tations of a decade ago. Of the $10 billion 
market, $2,760,000 is expected to go to phy- 
sicians, $2,395,000 for drugs and medicines, 
and $1,985,000 for hospital service. 

Other data, drawn from various sources, 
show estimated 1953 medical expenditures 


per family by income group. The estimated _ 


incidence of disease based on the Modern 
Medical Physicians Panel is also shown for 
1953- 

The average U.S. physician will in 1953 
attend 1,600 illnesses and write 2,700 pre- 
scriptions. He will buy, use, or have pur- 
chased for him over $4,150 in drugs. Other 
data in the study include distribution of 
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physicians over the U.S. by city size and by 
age groups. 


25.2 The Record Industry: A Study in Han- 
dling a Marketing Revolution. Tide, 
March 14, 1953. [S.B.] 


Those exposed to McNair and Hansen's 
Problems in Marketing will remember two 
cases on the merchandising and pricing of 
phonograph records. The record business is 
still faced with these problems, aggravated 
by great changes in product and distribu- 
tion channels. 

The marketing revolution for the phono- 
graph record business started in June, 1948 
when Columbia brought out its unbreak- 
able, long-playing records (LP’s) which were 
both superior in quality and cheaper than 
the old shellac 78 rpm records. Things really 
got into a tizzy when RCA retaliated with 
its 45 rpm record and special player in Jan- 
uary, 1945. Confronted with three speeds 
(33 1/3, 45 and 78), consumers stopped buy- 
ing. 

The situation has become clarified to the 
point where all record companies are pro- 
ducing records in all three speeds. However, 
it now appears that the old 78’s will be sup- 
planted by the LP’s and 45’s, even though 
they still have about one half of the current 
record sales. 

To sell more records, the manufacturers 
are promoting new record-players, both 
through a trade association and individu- 
ally. Helping the boom along is the present 
interest in hi-fi (high-fidelity) which has 
helped build the current sale of classical 
music discs to the point where they repre- 
sent over 35% of total record sales. 

Because of the development of magnetic 
tape recording, small companies have been 
able to enter into the recording business. 
Today there are almost 200 minor compa- 
nies competing with the two or three majors. 

Accompanying the changes in product has 
been changes in distribution—principally, 
the rise of the self-service record store. The 
most famous of these, Sam Goody, is the rec- 
ord industry’s Schwegmann and is fighting 
hard to overthrow fair trade in records. Even 
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at “30% off list price,” his New York store 
will gross $3.5 million in 1953. 


26. MISCELLANEOUS 


26.1 BLS Community Wage Study Program. 
(Bureau of Labor Statistics, Depart- 
ment of Labor). [c.H.s.] 


During the current fiscal year the Bureau 
of Labor Statistics is surveying 20 major 
labor market areas in its community wage 
study program. 

Preliminary reports are now available 
from the Bureau of Labor Statistics for 12 
of the 20 areas in the current program. 
These reports provide all-industry wage av- 
erages for selected office clerical, profes- 
sional and technical, maintenance and 
power plant, and custodial, warehouse and 
shipping jobs. The areas for which prelim- 
inary reports are available are: Baltimore, 
Cleveland, Dallas, Denver, Kansas City, 
Minneapolis-St. Paul, Newark-Jersey City, 
Philadelphia, Portland (Oregon), Provi- 
dence, St. Louis, and San Francisco-Oak- 
land. Surveys are now under way in 5 
additional areas—Boston, Chicago, Los 
Angeles, Memphis, and New York City. 
Data collection will be started within the 
next two months in Atlanta, Buffalo, and 
Milwaukee. 

As in earlier studies made in these and 
other large metropolitan areas, final bulle- 
tin reports will provide greater detail than 
the preliminary releases, including job earn- 
ings information on an industry division 
basis and summaries of supplemental bene- 
fits. Announcements will be made of the 
availability and prices of the complete re- 
ports when they are placed on sale by the 
Government Printing Office. 


26.2 FTC-SEC Financial Report on Trade 
Corporations. (Federal Trade Com- 
mission and Securities and Ex- 
change Commission). [C.H.s.] 


This first report on a revised basis pre- 
sents financial data for the first three quar- 
ters of 1952. The published data are esti- 
mated totals for all merchant wholesale cor- 


porations and for all retail corporations reg- 
istered with the Securities and Exchange 
Commission, plus all non-registered busi- 
ness organizations which are required to file 
Federal income tax Form 1120 and which 
are classified as retailers or merchant whole- 
salers. The sample for this new series con- 
tains approximately 500 merchant whole- 
sale corporations and 800 retail corpora- 
tions. 

The report. gives the standard errors 
(measures of the sampling variability) of the 
estimates for the first quarter of 1952. This 
is the first time that the standard errors have 
been published in the Quarterly Financial 
Report for either Trade or Manufacturing. 
Explanatory notes in the report deal with 
the sampling plan, comparability with past 
data, comparability in concept of certain 
items with other series of financial data, and 
other technical information which can in- 
crease the understanding and usability of 
the data. 

Copies of the report on United States Re- 
tail and Wholesale Corporations and other 
Quarterly Financial Reports may be ob- 
tained from either the Federal Trade Com- 
mission or the Securities and Exchange Com- 
mission. 


26.3 International Communications Research. 
Public Opinion Quarterly, Winter, 
1952-53. [E-D.] 

This entire issue is devoted to twenty-two 
papers on this subject. The papers are 
grouped under the field of international 
communications research, problem areas, 
techniques, letter to the home office, and 
findings. Problems are delineated and meth- 
ods and experience are discussed. 


26.4 Measurement of Manufacturing Produc- 
tivity Trends. (Bureau of Labor Sta- 
tistics, Department of Labor). [c.x.s.] 


Because of the increasing interest in the 
subject of productivity, the Bureau of Labor 
Statistics is broadening the scope of its stud- 
ies in the field to include the analysis and 
measurement of productivity trends in 
broad segments of the economy. The new 
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program involves development of a general 
measure for manufacturing activity. The 
two principal approaches to be used in the 
development of measures of productivity in 
manufacturing are those which are related 
to gross national product and those which 
utilize data derived from the physical out- 
put of goods and services, and the man-hours 
required in their production. 

In view of the importance of manufactur- 
ing and the desire on the part of all inter- 
ested organizations to know how produc- 
tivity in manufacturing is changing, the 
Bureau plans to develop new series and to 
adapt the current series on individual man- 
ufacturing industries for consolidation into 
an index representative of all manufactur- 
ing. 

Long-range plans call for the continual 
refinement and strengthening of the pre- 
liminary manufacturing index, and also for 
complementing that index with series in 
other segments of the economy in addition 
to the series now being issued by the Bu- 
reau on railroads, communications, electric 
power and light, mining, and agriculture. 
The index of physical productivity for man- 
ufacturing industry (and for subgroups in 
manufacturing) will be supplemented to a 
limited extent by detailed physical produc- 
tivity data for individual products, together 
with other analytical productivity statistics 
relating to capacity utilization, production 
method, production volume, diversification 
of production, and others. 


26.5 Preliminary Listing of Establishments 
for 1953 Censuses. (Census Bureau, 
Department of Commerce). [C.H.s.] 


In preparation for the 1953 Censuses of 
Business, Manufactures, Mineral Industries 
and Transportation, the Bureau of the Cen- 
sus will conduct during the next six months 
a preliminary establishment-listing for com- 
panies with more than one store, shop or fac- 
tory. This listing is primarily for the pur- 
pose of making advance arrangements for 
the distribution and collection of appropri- 
ate report forms in the censuses. 

The preliminary listing will cover alto- 
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gether about 70,000 companies known to be 
multi-unit, which have about 340,000 sep. 
arate establishments. This coverage repre. 
sents about 65 per cent of the total number 
of multi-unit companies, about 85, per cent 
of the establishments of multi-unit compa- 
nies, and nearly 10 per cent of the total num- 
ber of establishments (multi- and single. 
unit) to be covered in the censuses. Some 
large single-unit companies will be included 
in this precanvass as a check on Census 
records of the organization status of such 
units. 

The forms used in the precanvass will re- 
quire companies to report names, addresses 
and business descriptions for each separate 
establishment, but no “book” figures. Com- 
panies will be required to account for all 
their establishments, whether in or out of 
the industry scope of the censuses. These 
comprehensive listings will enable the Cen- 
sus Bureau to identify more completely than 
in the past all in-scope activities of large 
companies. This may result in more com- 
plete coverage in the censuses. 

The precanvass will be conducted for the 
most part by mail. Personal contacts by 
members of the Census staff will have to be 
limited to a very small number—perhaps 
200—of the 70,000 companies, but these will 
be among the largest concerns and will rep- 
resent a substantial amount of business ac- 
tivity. 


26.6 Preliminary Report on “Industrial Re- 
search and Development.” (Research 
and Development Board, Depart- 
ment of Defense). [c.1.s.] 


A preliminary report on “Industrial Re- 
search and Development” has been released 
by the Research and Development Board of 
the Department of Defense and the Bureau 
of Labor Statistics of the Department of 
Labor. The report is based on a nationwide 
survey of industrial research and develop- 
ment conducted in mid-1952 by the Re 
search and Development Board and was pre- 
pared by the Branch of Occupational Stud- 
ies, Division of Manpower and Employment 
Statistics, Bureau of Labor Statistics. 
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The survey was made by mail question- 
naire. Returns were made by nearly 2,000 
companies engaged in scientific and engi- 
neering research and development, includ- 
ing almost all companies with large research 
programs and in total accounting for about 
85, per cent of all industrial research and de- 
velopment carried on in the United States in 
1951. 

The preliminary report provides a bird’s- 
eye view of the nation’s industrial research. 
It contains data on the cost of research pro- 
grams, the proportion of this cost that was 
on Government contracts, and the numbers 
of engineers and scientists and other research 
workers employed. Data are also presented 
on the ratio of research cost to sales, a rela- 
tionship often referred to by administrators 
in setting research budgets. Another topic 
considered is average cost per research 
worker. 

Copies of the preliminary report may be 
obtained from the Research and Develop- 
ment Board, Department of Defense, Wash- 
ington 25, D. C. A final report, giving results 
in greater detail, is now being prepared and 
should be available by mid-1953. 


26.7 Revised Federal Reserve Bank Debits 
Series. (Board of Governors of the 
Federal Reserve System). [C.H.S.] 


The Federal Reserve monthly bank debits 
series, which measures the extent to which 
depositors are using their checking accounts, 
was revised in March 1953 to reduce the re- 
porting burden of the banks and to increase 
the statistical value of the series. The revised 
series comprises debits to demand deposit 
accounts of individuals, partnerships, and 
corporations and of States and political sub- 
divisions. Debits to United States Govern- 
ment accounts and to time deposit accounts 
have been eliminated. Thus, the revised 
monthly series is on substantially the same 
basis as that previously collected from 
weekly reporting member banks, and the 
weekly debits reports are no longer col- 
lected. 


The elimination of debits to Treasury 


Tax and Loan Accounts and to accounts of 
Directors of Internal Revenue at commer- 
cial banks removes from the monthly series 
an irregular factor not related to economic 
conditions, particularly in centers without a 
Federal Reserve Bank or branch where there 
are Directors of Internal Revenue. In order 
that data on debits to United States Govern- 
ment deposit accounts may be available, a 
new series of payments from Treasury ac- 
counts at Federal Reserve Banks will be in- 
augurated. These payments are more accu- 
rate indicators of Government spending ac- 
tivity than are figures of debits to Govern- 
ment accounts at commercial banks, which 
reflect principally the shifting of deposits 
from the commercial banks to the Federal 
Reserve Banks in anticipation of payments. 

The elimination of debits to time deposit 
accounts has little effect on the volume of 
debits, since time deposits are rather stable; 
but it improves the significance and compa- 
rability of rates of deposit turnover. Previ- 
ously, differences in computed rates of de- 
posit turnover between centers often re- 
flected no actual divergences in economic 
conditions, but rather the fact that in one 
community a greater or lesser percentage of 
the time deposits was held by nonreporting 
institutions. 

In the aggregate, the volume of debits on 
the revised basis was lowered by only a small 
per cent compared with the previous series. 
Figures for some individual centers, how- 
ever, were affected more than others. 


26.8 Criteria for Marketing and Advertis- 
ing Research. (Advertising Research 
Foundation, Inc., Spring 1953) [Ed.] 


This statement of criteria indicates the 
points where inspection should be made in 
appraising marketing and advertising re- 
search. The criteria also indicate the type 
of examination which will properly test the 
validity of the particular segment of re- 
search being appraised. They are intended 
primarily for quantitative consumer studies 
based on samples of prescribed population. 

In effect, this ARF document is a revision 
of “Standards for Appraising Market and 
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Advertising Research” issued by the Ameri- 
can Association of Advertising Agencies in 
October 1938 but indicates a somewhat 
changed point of view. It carries the impli- 
cation that those conducting the survey 
show that no bias exists, rather than caveat 
emptor. 

The principal tests of good research are 
outlined and grouped into eight sections: 
Conditions under which the study was 
made, questionnaire design, interviewing, 
sample design, execution of the sampling 
plan, size of sample, editing, coding and 
tabulation, and interpretation of results. 

Copies of the criteria may be obtained 
from the Advertising Research Foundation, 
11 West 42nd Street, New York 36, New 
York. 


26.9 A Short Annotated Bibliography of Mar. 
keting and Advertising Research. (Ad- 
vertising Research Foundation, Inc, 
Spring 1953) [Ed.] | 

An annotated bibliography of more than 

100 items designed to supplement the state- 

ment of “Criteria for Marketing and Ad- 

vertising Research” which was issued by the 

Advertising Research Foundation in the 

spring of 1953. The material included is 

that which was thought to be most relevant 
to the subject—appraising marketing and 
advertising research—and which is most 
likely to be easily accessible to practitioners 
and students of advertising and marketing. 

Copies may be obtained from the Advertis- 

ing Research Foundation, 11 West 42nd 

Street, New York 36, New York. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 
A. Market Control 
B. Collusive Practices 
C.’ Market Exclusion Tactics 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPE- 
TITION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Max- 
imum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 


V. REGULATION OF UNFAIR COM- 
PETITION 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 


B. Collusive Practices 


1. Fanchion & Marco, Inc. v. Para- 
mount Pictures, Inc., 202 F. 2d. 731 (CCA 2, 
March, 1953). 


Although the point at issue in this action 
is merely one of legal procedure, the techni- 
cality has more significance than is usually 
the case in such matters. In order to operate 
certain theatre properties in Hollywood, 
California, Paramount Hollywood Theatres. 
Corporation was formed by Fanchon & 
Marco, Inc., and Paramount Pictures, Inc., 
with stock ownership divided equally be- 
tween them. Following the decision in 
United States v. Paramount Pictures, Inc. 
(334 U.S. 131, 1948), in which this and other 
motion picture companies were found guilty 
of employing monopolistic practices in vio- 
lation of the Sherman Act, a large number 
of independent theatre operators filed treble 
damage suits against motion picture firms 
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and frequently succeeded in collecting large 
sums. In the current proceeding Fanchon & 
Marco sought to do likewise, suing Para- 
mount from dual vantage points, first as 
stockholders in the subsidiary corporation, 
and second, as president and half the direc- 
tors of the corporation, in the name of the 
Hollywood Paramount Theatres Corpora- 
tion. Defendant argued that as stockholders 
petitioners had no standing in court to insti- 
tute such an anti-trust suit and that as offi- 
cers and directors the corporation’s by-laws 
specifically forbade them to institute a suit 
in the corporation’s name without permis- 
sion of the other directors, i.e., those repre- 
senting Paramount Pictures, Inc. Obviously, 
these directors refused to furnish such as- 
sent. 

The court considered these difficulties and 
concluded that in order to encourage the 
application of the anti-trust laws, stock- 
holders must be permitted to institute ac- 
tion in situations in which the very nature 
of the violation against the anti-trust laws 
is likely to cause the controlling interests in 
the corporation to avoid or resist action. 
Just how far courts may go in supporting 
stockholders’ derivative suits for treble dam- 
ages under the anti-trust laws remains to 
be seen. In the absence of a community of 
interest between the injured corporation (or 
its controlling officials) and the corporation 
subject to suit, are stockholders able to in- 
stitute suits of the sort here upheld? Could 
a stockholder in a manufacturing firm, for 
example, take action against a group of 
dealers who had combined to force the 
manufacturer to adopt a particular policy 
under threat of boycott? Typically under 
such circumstances manufacturers may give 
in rather than risk alienating dealers per- 
manently. Stockholders might not take this 
long term view. 


2. Foundry Services, Inc. v. Beneflux 
Corp., 110 F. Supp. 857 (D.C.N.Y., March, 
1953)- 

In the October, 1951, issue of this section 
the potential significance of the Timken 
decision to marketing organizations was 


mentioned. The holding had ruled that ar. 
rangements by which members of a holding 
company structure divided up territories 
constituted violations of the Sherman Act. 
Although many American firms have estab- 
lished subsidiary corporations for very prac- 
tical and obviously non-monopolistic pur- 
poses (often very sound marketing reasons), 
any pricing or territorial arrangement be- 
tween members of the group might be con- 
strued as violating the law. The Foundry 
Services decision may provide some reassur- 
ance on this point. The circumstances are 
not unlike those of the Timken case, though 
the District Court finds enough dissimilarity 
to enable it to disregard the Timken ruling. 
Beneflux, Ltd., an English firm, possessed 
secret formulae for the preparation of fluxes 
used in preparing metal castings. In 1934, 
desiring to market these products in the 
United States, it granted to the plaintiff 
here an exclusive license to make and sell 
these fluxes in the United States and Canada 
only. The original contract was for five years 
and was renewed for successive five year pe- 
riods until Beneflux, Ltd., notified the 
American firm that the contract was termi- 
nated in 1951 because the latter had made a 
$4.00 sale to a customer in Mexico. Immedi- 
ately thereafter Beneflux, Ltd., established 
an American subsidiary, Beneflux Corpora- 
tion, to carry on production and marketing 
in this country and Canada. 

The plaintiff here is suing to enjoin the 
operation of the Beneflux American subsidi- 
ary, contending that the termination of the 
contract had been unwarranted and that it 
has the right to continue as exclusive agency 
for Beneflux, Ltd., as provided in the con- 
tract. Beneflux, however, contends that the 
original contract violated the Sherman Act 
by establishing cartel arrangements of the 
sort specifically condemned in the Timken 
case. The Court does not agree, taking the 
position that a cartel plan involves the co- 
operation of competitors in dividing up 
markets, that in this instance there had been 
no competition between Beneflux and 
Foundry Services in 1934, and that the ar 
rangement was one that always had been 


lo 
m« 
ju 
by 
po 
4 co 
wl 
co 
bu 
re 
in 
tic 
m 
fu 
C. 
« 
th 
cl 
k 
al 
* a 
it 
4 
ia SI 
b 
a 
0 
gee 


LEGISLATIVE AND JUDICIAL DEVELOPMENTS 89 


looked upon as acceptable under the com- 
mon law. There seems to be a good deal of 
justification for the reasoning employed by 
the Court in this opinion but it remains to 
be seen whether it will be adopted generally 
by appellate courts. The fundamental pur- 
pose of the anti-trust laws is to maintain 
competition. Certainly cartel agreements 
which would divide up territories between 
competitors are restraints on competition, 
but contracts which merely add a new firm 
to a particular market as an agent for an 
established “‘outside” firm hardly tend to 
reduce competition in most cases. Indeed, 
such a plan may serve very usefully to vastly 
increase competition by bringing into par- 
ticular market areas aggressive firms which 
might otherwise find it difficult to success- 
fully enter the new market environment. 


3. People v. Building Maintenance 
Contractors Association, CCH 4 67,454 
(Calif. Dist. Ct. App., March, 1953). 


Although most anti-trust actions arise in 
the area of interstate commerce and are 
grounded upon the Sherman Act, anti-mo- 
nopoly proceedings in intrastate commerce 
may occur occasionally, based either upon 
the common law or upon specific anti-trust 
clauses in state constitutions or in state leg- 
islation. For example, California long has 
had an anti-monopoly law, commonly 
known as the Cartwright Act, patterned 
after the Sherman Act. In 1909 it had been 
amended to include a clause which per- 
mitted agreements in restraint of trade made 
in order to obtain only a reasonable profit 
or in furtherance of any trade. Colorado also 
had amended its state anti-monopoly law in 
similar fashion and as a result its law had 
been held by the United States Supreme 
Court to be unconstitutional because of the 
vagueness of its terms, cf. Cline v. Frink 
Dairy Co. 274 U.S. 445 (1927). In the present 
action the defendant association challenged 
the constitutionality of the Cartwright Act 
on these same grounds, adding the protesta- 
tion that in any case it controlled so small a 
proportion of its industry that it could not 


restrain competition or tend to create a mo- 
nopoly therein. 

The circumstances were as follows: The 
association was composed of 14 firms who 
specialized in the business of providing win- 
dow cleaning services, janitorial work, ele- 
vator operation, and building engineering 
activities for large buildings, lofts, or stores 
in the San Francisco area. These firms did go 
per cent of the contractual business of this 
nature in the area, although the majority of 
such activities carried on in San Francisco 
were undertaken by building owners who 
directly employed the specialized laboring 
groups involved. The association had been 
attacked under the Cartwright Act because 
its members had agreed that if one of them 
were approached by a customer of another 
member, he would submit a competitive bid 
only if he first determined that the member 
contractor's services had been unacceptable 
to the customer. Otherwise, his bid had to 
be from five to twenty per cent higher than 
the existing contract price. 

The Court swept aside both of the argu- 
ments of the defendants. It discussed the 
Cartwright Act at great length and con- 
cluded that there is no reason why the 
clauses which are admittedly unconstitu- 
tional for vagueness should not be consid- 
ered separable from the rest of the Act, per- 
mitting the remainder of the law to be en- 
forced. With respect to the second point, the 
Court noted that the association’s agree- 
ment clearly tended to control prices and to 
restrain competition, particularly between 
rivals for the contractual maintenance op- 
erations of the San Francisco area. Their il- 
legality therefore was unquestioned. To the 
extent that this decision adds vigor to the 
often half-hearted enforcement of state anti- 
monopoly measures it will be welcome in- 
deed. 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 
1. Noted: 


Atlas Powder Company v. Ewing, 345 
U.S. 923 (April, 1953), denies a writ of 
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certiorari to petitioner who seeks to obtain 
a review of the decision of the Third Circuit 
Court of Appeals (reported in the April is- 
sue of this section) which upheld the Admin- 
istrator’s bread standard excluding the use 
of polyoxyethylene monostearate (a publicity 
release of the Food and Drug Commissioner 
indicates that the product is of doubtful 
safety and that enforcement will become ef- 
fective as soon as an action against the Re- 
search Products Company has been con- 
cluded in the Eighth Circuit Court of Ap- 


peals). 


III. REGULATION OF PRICE COM- 
PETITION 


B. Resale Price Maintenance 
1. Grayson-Robinson Stores, Inc. v. 
Oneida, Ltd., CCH 4 67,442 (Georgia Su- 
preme Ct., February, 1953). 

One more step in the growing revolt 
against resale price maintenance has been 
taken by the Supreme Court of Georgia in 
handing down this decision. For many years 
after the United States Supreme Court vali- 
dated resale price maintenance in Old Dear- 
born Distributing Co. v. Seagram-Distillers 
Corp., 299 U.S. 183 (1936), it was gener- 
ally assumed that resale price maintenance 
contracts, including the non-signer clause, 
were valid, not only in terms of the Federal 
Constitution, but also in terms of state con- 
stitutions. The one exception to this rule 
seemed to be Florida, whose Supreme Court 
consistently found fault with the fair trade 
measures enacted by the State’s legislature 
[for an extended discussion of the Florida 
situation, see John R. Van de Water, “‘Flor- 
ida’s Fair Trade Fight,” this JouRNAL, Vol. 
XIV, No. 3 (January, 1950), pp. 544-562]. 
Then in June, 1952, the Supreme Court of 


Michigan declared that the non-signer pro- - 


vision of the Michigan Fair Trade Act was 
unconstitutional (see the January, 1953, is- 
sue of this section). 

Both the Florida and the Michigan deci- 
sions seemed to leave some room for amend- 
ment or partial price maintenance activities. 
The Georgia decision is sweeping. Its ap- 
proach is unusual because most of the opin- 


ion is devoted to a somewhat technical in- 
validation of the Act. The Court notes that 
the Georgia fair trade enactment was passed 
in March of 1937, five months before Con- 
gress enacted the Miller-Tydings amend- 
ment to the Sherman Act. Resale price main- 
tenance prior to the Miller-Tydings law was 
illegal in interstate commerce, says the 
Court, and therefore the Georgia law was in- 
valid. Noting that under Georgia judicial 
holdings a law once invalid cannot be made 
valid at a later date by subsequent passage of 
other Federal or state legislation (the inva- 
lid law must be re-enacted), the Court holds 
that the Georgia law is unconstitutional. 
This would simply require re-enactment of 
the law, however. But the Court goes on to 
make the sweeping statement that resale 
price maintenance violates the Georgia con- 
stitution which provides that “no person 
shall be deprived of life, liberty, or property 
except by due process of law.” It does not 
discuss this point but refers to the reasoning 
stated in Harris v. Duncan, 208 Ga. 561 (67 
S.E. 2d 692). The latter decision held that 
the Georgia Milk Control Law violated the 
Georgia constitution because it unreason- 
ably interfered with the individual’s right of 
contract [Nebbia v. New York, 291 U.S. 502 
(1934), notwithstanding]. At present count, 
then, resale price maintenance is not prac- 
tical in Texas, Missouri, Vermont, and the 
District of Columbia, which do not have fair 
trade laws, and in Florida, Georgia, and 
Michigan, whose laws have been invalidated, 
at least partially, by their highest courts. Re- 
sale price maintenance activity in the re- 
mainder of the nation is valid pending de- 
termination by the United States Supreme 
Court of the constitutionality of the Mc 
Guire Act. 


2. General Electric Co. v. S. Klein-on- 
the-Square, Inc., 129 N.Y.L.J. 583 (Supreme 
Court, N.Y. County, February, 1953). 


The McGuire “Fair Trade” Act as well as 
New York’s Feld-Crawford “Fair Trade” Act 
were given a thoroughgoing challenge by 
the defendant in this action and both 
emerged completely unscathed in the opin- 
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ion of the New York County Supreme Court. 
Klein charged that the McGuire law violates 
the Federal Constitution because it illegally 
delegates power to regulate interstate com- 
merce to the states, because it likewise il- 
legally delegates price fixing power to indi- 
viduals, and because it violates the due proc- 
ess clause of the Constitution. On each of 
these counts the local court disagreed. Then 
the defendant attacked the Feld-Crawford 
Act on somewhat similar grounds and en- 
countered the same rebuff at the hands of 
the Court. Thereafter, Klein complained 
that the specific contract employed by Gen- 
eral Electric did not fall within either of the 
laws because: it did not specifically obligate 
sales or purchases; it did not stipulate a spe- 
cific price’ or preclude later changes in the 
price; it did not cover all General Electric 
products; it did not apply to purchases made 
by General Electric employees; it did not 
apply to products in fair and open competi- 
tion. Furthermore, Klein argued that Gen- 
eral Electric had not adequately attempted 
to enforce its minimum resale prices and 
finally, that General Electric sold some of its 
products through a wholesaling subsidiary 
which was in competition with independent 
wholesalers on General Electric products 
and therefore the setting of resale prices rep- 
resented horizontal price fixing in violation 
of both state and Federal laws. In answer to 
each and every one of these objections the 
Court patiently and methodically explained 
why the contract or the practice was not in 
violation of the law, quoting in each instance 
citations from prior decisions to demonstrate 
the validity of its conclusion. As in other re- 
cent opinions dealing with the McGuire Act, 
this opinion seems to make it clear that 
lower courts will not take it upon themselves 
to rule that the McGuire Act is unconstitu- 
tional. In view of the long-standing decision 
of the Supreme Court in the Old Dearborn 
case (cited above) this is to be expected. 


3. Mgsters, Inc. v. Sunbeam Corp., 
CCH 4 67,399 (D.C.N.Y., December, 1952). 


A new and very unusual attack against 
fair trade operations is represented by this 


decision. Masters, a New York discount 
house, had refused to sign a fair trade con- 
tract and Sunbeam’s distributors in the area, 
abiding by Sunbeam’s instructions, had re- 
fused to sell merchandise to Masters. Charg- 
ing that Sunbeam’s organized plan consti- 
tuted an arrangement with its distributors 
that violated the Sherman Act, Masters sued 
for treble damages. Countering, Sunbeam 
presented a motion to dismiss and for sum- 
mary judgment. In denying this motion the 
court emphasized that the Miller-Tydings 
Act did not provide for agreements between 
manufacturers and their vendors to restrict 
the sale of merchandise to signatories of re- 
sale price maintenance contracts. As a mat- 
ter of fact, an early draft of the Miller-Tyd- 
ings Act had specifically covered agreements 
respecting prices “or other conditions for 
the resale of a commodity” but the quoted 
phrase had been deleted, indicating there- 
fore that non-price conditions were not to 
be included as exceptions to the Sherman 
Act’s proscriptions. Furthermore, the legis- 
lative history of the McGuire Bill contains 
specific references to the fact that it was to 
cover certain specific conditions not covered 
by the Miller-Tydings Act, including a state- 
ment permitting vendors to employ con- 
tracts requiring vendees to obtain resale 
price maintenance contracts with all the cus- 
tomers of such vendees. The court con- 
cluded, then, that agreements to restrict 
sales to “signers” were not exempted from 
the application of the anti-trust laws. 

The decision in this instance simply de- 
nied defendant’s motion for summary judg- 
ment and dismissal. The case must yet be 
tried on its merits and a ruling handed down 
respecting the possibility of an award of 
damages for violation of the Sherman Act. 
Should such an award be made and remain 
uncontested upon appeal, manufacturers 
who adopted a general policy of requiring 
their dealers to refuse to sell to price cutters 
before passage of the McGuire Act may face 
similar suits. Furthermore, should the 


United States Supreme Court declare the 
McGuire Act to be unconstitutional it is 
possible that manufacturers who cooperate 
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with distributors to prevent sales to price 
cutters might risk treble damage suits in the 
future. 


4. Sunbeam Corporation v. MacMil- 
lan, 110 F. Supp. 836 (D.C. Md., February, 
1953)- 


There has been a substantial difference of 
opinion as to the ability of the McGuire Act 
to require retailers who sell to customers in 
other states to abide by established resale 
price minimums. The affirmation of this 
power by the present opinion may be reas- 
suring, particularly to members of the Fair 
Trade Council who disagreed with the Bu- 
reau of Education for Fair Trade (essen- 
tially the National Association of Retail 
Druggists) on this very issue (see N.A.R.D. 
JOURNAL, July 19, 1952). 

The defendant in this action operated a 
small electrical appliance business in Elk- 
ton, Maryland. He had sold some $10,000 
worth of Sunbeam appliances to Klein’s dis- 
count house in Wilmington, Delaware, not- 
withstanding the fact that he had signed a 
price maintenance agreement with Sun- 
beam in 1951. MacMillan justified his ac- 
tion on two grounds: (1) The products were 
sold to a retailer rather than a consumer; 
(2) The sales were made across state lines 
and therefore were not covered by the Mary- 
land Fair Trade Act under the Wentling de- 
cision (see the April, 1952, issue of this sec- 
tion). The court refused to accept either jus- 
tification. The contract prohibited any sales 
but those made at the specified resale price, 
irrespective of the character of the buyers. 
Analyzing the Wentling decision, the opin- 
ion here noted that the Supreme Court had 
granted review in that instance and then 
had handed down the Schwegmann ruling, 


thereby rendering any further holding (pos-- 


sibly a reversal) in the case unnecessary. At 
any rate, Wentling involved a non-signer; 
MacMillan had become a party to a fair- 
trade contract. Finally, the wording and leg- 
islative history of the McGuire Act empha- 
size that it was the intention of the framers 
of the Act to reinstate fair trade in such a 
way as to make control of resale prices across 


state boundaries possible. On all these 
counts, then, the granting of an injunction 
to prevent further sales below established 
minimums was justified. 


5. Also noted: 


a. Johnson and Johnson v. Charmley 
Drug Co., CCH 4 67,448 (N.J. Supreme Ct., 
March, 1953), affirms a decision of the New 
Jersey Superior Court (reported in the July, 
1952, issue of this section) which invalidated 
an invoice legend stating that acceptance of 
goods constituted agreement to maintain re- 
sale prices. 

b. Hoffman-LaRoche, Inc. v. Weissbrad, 
CCH 4 67,449 (N.J. Supreme Ct., March, 
1953), likewise upholds a New Jersey Supe- 
rior Court decision ruling that an intra-state 
sale made by a firm which also sells inter- 
state falls within the scope of the Schweg- 
mann decision. 


C. Price Control (Minimum and Maxi- 
mum) 


1. Opinion of the Attorney-General of 
Utah, CCH 4 67,410 (December, 1952). 
Although opinions of this sort do not 
carry the weight of judicial decisions the 
question which gave rise to this one involves 
a point at once so unique and so important 
as to warrant some attention. State price 
floor laws (Unfair Practices Acts) typically 
prohibit the sale of merchandise below de- 
fined cost, with allowances for certain ex- 
ceptions, e.g., sale of damaged merchandise, 
bona fide close-out sales, etc. One of the most 
important of these exceptions permits the 
seller to lower his price below defined cost 
in order to meet a competitor’s price. In 
most enactments, including that of Utah, 
the phrase states that the Act does not ap- 
ply to a sale made “‘(d) in an endeavor made 
in good faith to meet the legal prices of a 
competitor. . . .” (italics mine). In answer 
to a query about this exception the Utah of- 
ficial emphasizes that the competitor’s price 
must be a legally low one, for, if the com- 
petitor is violating the law by selling below 
his cost any other seller who drops his price 
below cost to meet that price (with the intent 
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or effect of injuring a competitor or compe- 
tition) also violates the law. 

The inclusion of the adjective “legal” be- 
fore “price” in the excepting clause seems 
to place an almost intolerable burden on the 
seller whose competitor is selling at a very 
low price—one below his own cost. Before 
he can meet that competitor’s price he must 
determine the legality of the competitor’s 
action—which can be ascertained in most in- 
stances only by one who has knowledge of 
the competitor’s purchase price and costs of 
operation. The situation is not unlike those 
supposedly created by sections 2 (b) and 3 of 
the Robinson-Patman Act. As interpreted 
by Mr. Justice Reed in his dissent in the 
Standard Oil (Indiana) case, section 2 (b) 
would have prevented a seller from quoting 
a discriminatorily low price to meet a com- 
petitor’s price unless he first knew that the 
competitor’s price was a legal one. Fortu- 
nately the majority of the Supreme Court 
took a contrary position. (See the April, 
1951, issue of this section.) Section 3 of the 
Act, however, specifically makes a buyer 
who receives a discriminatory price guilty 
of violating the law. He, then, is supposed to 
know what his supplier’s pricing practices 
with respect to other customers may be. Of 
course the Federal Trade Commission has 
argued, perhaps quite logically on this 
point, that a buyer who receives an unusu- 
ally low price at least can ask the seller with 
whom he is dealing for some reassurance 
that the price is not illegally discriminatory. 
The Circuit Court upheld this contention 
in the Automatic Canteen Co. decision (re- 
ported in the April, 1952, issue of this sec- 
tion) now before the Supreme Court for re- 
view. 

A buyer, however, is in a much better po- 
sition to question a seller than is a retailer 
who must ask his competitor about the lat- 
ter’s costs. Perhaps the retailer would be ab- 
solved of guilt (though the state Unfair Prac- 
tices Acts do not say so) if he were to make 
a somewhat naive attempt to question his 
competitor and meet with rebuff. But if this 
is all that the statute would demand the re- 
quirement would seem to have no point, un- 


less one assumes that it is intended to exert 
an extra-legal influence—to discourage sell- 
ers from meeting competitors’ low prices 
because of the threat of court action. If so, 
the clause may limit the spread of low prices 
and thus reduce potential injury to competi- 
tors; that this result would constitute an 
equivalent boon to the vigor of competition 
is far less clear. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 
1. Federal Trade Commission v. Mo- 
tion Picture Advertising Service Co., 344 
U.S. 392 (February, 1953). 


In the January, 1953, issue of this section 
the decision of the Fifth Circuit Court in 
this action was commented upon, somewhat 
critically, because the court had seemed to 
take a rather legalistic and mechanical view 
of the matter. The question at issue is a very 
controversial one—the monopolistic impli- 
cations of exclusive dealing contracts. The 
problem is complicated by a variety of con- 
siderations: Do the contractual limitations 
apply to buyer, seller, or both (ordinarily 
only contracts by which sellers limit their 
dealers have been condemned by the courts 
under the Clayton Act)? How large is the 
seller’s share of the market? Are several 
products “tied” to a major product in such 
a way as to force the buyer to obtain all or 
much of his requirements from the particu- 
lar seller? For how long does the contract 
restrict the buyer? It is this last question 
which provided the focal point for differ- 
ences of opinion in this case. The Federal 
Trade Commission had studied the industry 
and concluded that it was generally advan- 
tageous to all concerned to allow the lessor 
of advertising films to bind the exhibitors 
by exclusive dealing one year contracts. 
Such a plan permitted advance scheduling, 
minimized selling costs, assured exhibitors 
of films, and made possible an economical 
continuity in production and exhibition of 
such films. On the other hand, the Commis- 
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sion concluded that the exhibitor should be 
free at the end of the year to make new ar- 
rangements with another lessor if he were 
dissatisfied with his previous supplier of ad- 
vertising films. A one year limitation on the 
contract, then, would provide adequate pro- 
tection for the exhibitor and adequate op- 
portunity for other firms to compete for cus- 
tomers. The circuit court had been unwill- 
ing to distinguish between the effects of 
short term and long term contracts. Not so 
the Supreme Court. It pointed out that the 
definition of unfair methods of competition 
must remain an expanding one and that 
courts must be ready to accept new view- 
points. The Commission had found that a 
few firms might foreclose competition by re- 
quiring unduly lengthy contracts; but on 
the other hand it also had found that some 
degree of exclusive dealing might be highly 
desirable in order to make competition prac- 
tical. The Commission, not the courts, must 
decide what the precise impact of a trade 
practice will be. 

In a dissent to the majority opinion, Mr. 
Justice Frankfurter argued vigorously against 
accepting the Federal Trade Commission’s 
stating of the facts, pointing out that only 
six per cent of the 20,000 theatres in the 
country are covered by defendant’s exclu- 
sive contracts exceeding one year in length. 
In his view the dogmatic statement by the 
Federal Trade Commission that this small 
percentage of long term contracts consti- 
tutes an unreasonable restriction on compe- 
tition should not be enough to warrant ac- 
ceptance of the Commission’s order. Had 
the order completely prohibited the exclu- 
sive contract this point might have more 
force. In the absence of evidence indicating 
that the longer term contracts offered any 
advantages other than restricting competi- 
tors, the Commission’s opinion respecting 
the contract seems reasonable. Furthermore, 
defendant’s share of the market represented 
by exhibitors who actually use such adver- 
tising films is much larger than the six per 
cent indicated. Other lessors, too, follow 
similar practices, so the total share of the 
available market covered by long term con- 


tracts is much more significant than first ap- 
pears to be the case. 


V. REGULATION OF UNFAIR COM- 
PETITION 


A. False Advertising 


1. Carter Products, Inc. v. Federal 
Trade Commission, 201 F. 2d 446 (CCA 4g, 
January, 1953). 

Although defendants occasionally have 
complained about the procedures of the 
Federal Trade Commission in conducting 
its hearings, this action appears to be the first 
in which a circuit court has reviewed the pro- 
ceedings in so very detailed and adversely 
critical a fashion. The Commission had 
found as facts that “Carter’s Little Liver 
Pills” had no therapeutic effect upon the 
liver or upon the flow of bile. It therefore 
prohibited the petitioner both from making 
claims that such was the case and from using 
the word “liver” in the name of its product. 
Carter contended that it had been denied a 
fair hearing before the Commission because 
the trial examiner “unduly and prejudi- 
cially” restricted its right of cross-examining 
certain of the Commission’s expert witnesses. 
The circuit court agrees, describing in de- 
tail some of the testimony and the restric 
tions imposed, noting that the rulings of the 
examiner “tended to be insufferably techni- 
cal where not wholly erroneous.” The court 
refuses to accept the Commission’s conten- 
tion that there was ample evidence from 
other quarters to sustain the findings; in- 
stead, the Commission’s order is set aside. 
Certainly any tendency for an administra- 
tive agency to run roughshod over the rights 
of an individual should be condemned vig- 
orously at its first appearance; it is only re- 


“grettable that an apparently legitimate cease 


and desist order must be reversed because 
of the mishandling of the case by a trial ex- 
aminer. 


2. Book-of-the-Month Club, Inc. v. Fed- 
eral Trade Commission, 202 F. 2d 486 (CCA 
2, February, 1953). 


The casual use of the word “free” by many 
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firms in recent years again has brought the 
practice before the courts. It is the policy of 
the Book-of-the-Month Club to advertise 
that it gives a “free” book to new subscrib- 
ers, noting further in the advertisement that 
this “gift” is conditioned upon the subse- 
quent purchase of at least four books during 
the first year by the new member. Clearly, 
then, the “gift” book is not free, particularly 
since the Club collects its selling price (or 
attempts to do so) from members who do not 
live up to their agreement to buy at least 
four books. 

The justices of the Second Circuit Court 
somewhat reluctantly uphold the Commis- 
sion’s order. Their hesitance seems to stem 
from their feeling that any reader of the ad- 
vertisement must obviously perceive that 
the word “free” doesn’t really mean “free” 
and for this reason he has no need for the 
court to give him the protection his own in- 
telligence will certainly provide. But the 
justices have no choice. In Federal Trade 
Commission v. Standard Education Society, 
go2 U.S. 112 (1937), the Supreme Court long 
ago took this same circuit court to task for 
adopting just such a position, summing up 
by stating that “To fail to prohibit such evil 
practices would be to elevate deception in 
business and to give it the standing and dig- 
nity of truth.” 

It may be, as the decision in this instance 
states, that the Commission is bringing “a 
pedantic scrupulosity” to its task—that it is 
not worth while attacking statements which 
no one believes and are therefore of no im- 
portance. But are these statements believed 
by some? It is common practice for one dis- 
putant in court actions of this kind to affirm 
that no one of ordinary intelligence would 
be misled by the statements; the opponent 
then counters that the “unwary” purchaser 
most certainly will be deceived. The court 
then adopts whichever of these hypotheses 
seems to be most appealing. Almost never 
do any of the parties consider that actual 
evidence respecting consumers’ beliefs might 
be gathered by market research techniques. 
In the absence of such evidence the impar- 
tial observer is likely to wonder why an ad- 


vertiser should desire to continue the use of 
a phrase, literally untrue, unless some 
readers are interpreting it in the literal 
sense. Why, indeed, should the Book Club 
be so insistent on using the word “free” if 
it does not mean “free” unless some readers 
are “taken in” thereby? 


C. Trade-Marks and Trade Names 


1. International Latex Corp. v. Flexees, 
Inc., 21 U.S.L.Week 2476 (N.Y. Sup. Ct., 
App. Div., March, 1953). 


Attempts to capitalize upon a competi- 
tor’s goodwill by adopting his packaging 
ideas or product designs may be prevented 
by court action, just as infringement of his 
more formal trade-mark or trade name may 
be prohibited. In this area, too, the border- 
line between what is fair and unfair may 
not always be clear. For example, a number 
of years ago the International Latex Cor- 
poration developed a transparent tubular 
container in which it packaged its “Playtex” 
girdle. Imprinted on the package was a de- 
sign, repeated three times, portraying the 
rear view of a girdle-clad girl with arms 
outstretched upward toward the name “Play- 
tex” at the top. Flexees, Inc., not only made 
use of the transparent tubular package, but 
also employed a figure design repeated 
three times. In modifying the lower court’s 
order prohibiting Flexees’ use of the pack- 
age, the appellate court pointed out that 
pre-packaging in transparent containers has 
long been a wide-spread practice. Applica- 
tion of the idea to this particular kind of 
product is not sufficiently unique to give 
plaintiff a sole right to use the arrangement. 
Nor is the tubular form of the container un- 
usual enough to require its similar restric- 
tion. However, Flexees had gone far beyond 
simply making use of a transparent tubular 
container. Rather, it had imprinted upon its 
package a design whose general appearance 
was strikingly similar to that of “Playtex.” 
This attempt to capitalize upon the good- 
will of “Playtex” was denied, although the 
original injunction was recast to permit the 
use of the transparent tubular container. 
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1953-54 OFFICERS 


The following officers were elected by the 
membership for the fiscal year 1953-54: 


President 


Neil H. Borden, Professor of Advertising, Harvard 
University Graduate School of Business Admin- 
istration, Boston, Massachusetts. 


Vice-President (Professional Activities) 
Allen K. Gaetjens, Manager, Marketing Research 
Department, Lamp Division, General Electric 
Company, Nela Park, Cleveland 12, Ohio. 


Vice-President (Academic Activities) 
Lawrence C. Lockley, Dean, School of Commerce, 


University of Southern California, Los Angeles, 
California. 


Vice-President (Operating Policies) 
Donald E. Megathlin, Market Research Director, 
Kendall Mills, Walpole, Massachusetts. 


Secretary 
Ira D. Anderson, Professor of Marketing, Chair- 
man, Department of Marketing, School of Com- 
merce, Northwestern University, Evanston, 
Illinois. 


Treasurer 
Charles W. Smith, Associate Manager, McKinsey & 
Company, 60 East 42nd Street, New York 17, 
New York. 


Directors elected for a two year term be- 
ginning July 1, 1953: 

Harper W. Boyd, Jr., Associate Professor of Mar- 

keting, School of Commerce, Northwestern Uni- 


versity, Evanston, Illinois. Consultant. 
Robert O. Fernald, Director of Market Research, 


National Lead Company, 111 Broadway, New - 


York, New York. Chairman, Statistics Commit- 
tee, National Paint, Varnish & Lacquer Associa- 
tion. 

Frank W. Mansfield, Director of Sales Research, 
Sylvania Electric Products, Inc., 1740 Broadway, 
New York.19, New York. 

Paul L. Pohle, Director of Market Research, Jos. 
Schlitz Brewing Company, 235 West Galena 
Street, Milwaukee, Wisconsin. 

William R. Spurlock, Director, Economic Research 
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Division, Eli Lilly & Company, Indianapolis, 
Indiana. 

Howard L, Stier, Director, Statistics and Economic 
Analysis, National Canners Association, 1133 
2oth Street, N. W., Washington, D. C. Lecturer, 
Applied Statistics and Quality Control. 

Henry O. Whiteside, 18 Windermere Place, St. 
Louis, Missouri. 


Directors beginning the second year of a 
two year term on July 1, 1953 are: 


Joel Dean, Joel Dean Associates, 49 Windsor Ter- 
race, Yonkers 3, New York. 

Arno H. Johnson, Vice-President and Director of 
Research, J. Walter Thompson Company, 420 
Lexington Avenue, New York, New York. 

George W. Robbins, Associate Dean, College of 
Business Administration, University of Cali- 
fornia, Los Angeles, California. 

Richard F. Spears, Assistant to Vice-President, 
Stores Operation, Stop & Shop, Inc., 393 D Street, 
Boston 10, Massachusetts, 

Alfred N. Watson, Arthur D. Little, Inc., 40 Me- 
morial Drive, Cambridge 42, Massachusetts. 


Immediate Past President 


Gordon A. Hughes, Director, Market Analysis De- 
partment, General Mills, Inc., 400 Second Av- 
enue South, Minneapolis, Minnesota. 


Directors-at-Large 


Reavis Cox, Professor of Marketing, Wharton 
School, University of Pennsylvania, Philadel- 
phia, Pennsylvania. 

Donald E. West, Director of Marketing Research, 
McCall Corp., 230 Park Avenue, New York 17, 
New York. 


Editor-in-Chief 
Albert W. Frey, Professor of Marketing, Amos 
Tuck School of Business Administration, Dart- 
mouth College, Hanover, New Hampshire; Con- 
sultant. 


1953 MID-YEAR CONFERENCE 


The 1953 Mid-Year Conference was held 
at the Sheraton-Mount Royal Hotel in 
Montreal, Quebec, Canada on June 10, 11 
and 12. Members of the Conference Com- 
mittee were: 
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General Chairman: 
Program: 
Arrangements: 
Chapter Policy: 


National Repre- 
sentative: 


Publicity: 


Lewis Louthood 
Weekend Picture Magazine 
James D. Dod 


ge 
Aluminum Co. of Canada, Ltd. 


D. R. Fraser 

Canadian Industries, Ltd. 
Spalding Black 

Canadian Industries, Ltd. 
Victor H. Pelz 

Traffic Audit Bureau 

New York, New York 
Allan K. Cook 

McKim Advertising Agency 


1953 WINTER CONFERENCE 
The 1953 Winter Conference will be held 
at the Willard Hotel in Washington, D. C. 
on December 27, 28 and 29. Appointments 
to the General Conference Committee made 


thus far are: 


General Chairman: George B. Travis 


Program: 


National Assn. of Food Chains 
Francis E. Simmons 
American Viscose Corp. 
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Richard M. Clewett, Editor, Northwestern University 
Assisted by Charles J. Dirksen, University of Santa Clara 
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Brown and Davidson, RETAILING PRINCIPLES AND PRACTICES................ David E. Faville ......... 99 
Heckert and Miner, DisTRIBUTION COSTS............0cccccccesccccsccees Lawrence C. Lockley ..... 101 
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Marx, INTERNATIONAL SHIPPING Roy H. Paynter .......... 106 
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Crry DistrisuTIoN, by R. G. Bressler, 
Jr. (Cambridge: Harvard University Press, 
1952. Pp. 398. $6.00.) 

Every once in a while, marketing men are 
presented with a book that leaves the reader 
with the pleasurable feeling that here is 
something more than mere repetition of 
familiar facts and fancies. Here is something 
new—something that helps him to extend 
his knowledge and understanding of his 
own field. Nicholls’ Price Policies in the 
Cigarette Industry was such a book, and so 
is Bressler’s study. Although the two books 
are dissimilar in almost every respect, each 
presents a careful empirical analysis of par- 
ticular problems of the industry with which 
it deals. Both demonstrate how theoretical 
concepts can be effectively used in planning 
and carrying through an eminently practi- 
cal investigation. 

Bressler’s book is based on a series of 
studies of milk marketing undertaken by 
him and his associates in the Storr’s Agri- 
cultural Experiment Station at the Univer- 
sity of Connecticut. Their specific objec- 
tives are, first, to describe the existing 
organization of milk distribution and to 
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determine its fundamental physical inputs 
and economic costs; and, secondly, to con- 
struct alternative organizations of distribu- 
tion and to test their relative efficiency in 
terms of input and cost data as well as in 
terms of consumer preferences and demand. 

The book is divided into five parts. Part 
I contains a rather pedestrian statement of 
the role of marketing in the modern econ- 
omy, and goes on to state the objectives and 
procedures of the current study. Part II 
presents a description of the present organi- 
zation of milk distribution. Based on the 
analyses of 24 sample markets, including 
rural as well as minor and major city mar- 
kets, Bressler comes to the conclusion that 
“a combination of competitive and monopo- 
listic elements has resulted in duplication of 
routes, excess route and plant capacity, and 

“multiplication of agencies and ‘competitive’ 
services.” 

In Part III, Bressler develops the bases 
for market reorganization. He presents first 
a theory of economical distribution in which 
he emphasizes the importance of delivery 
density as a controlling factor of efficiency. 
Delivery density can, of course, be increased 
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by market allocation and by the develop- 
ment of exclusive territories. In addition, 
however, delivery efficiency is a function of 
the job assigned to the routeman, as well as 
of plant location and size. 

Bressler next presents detailed studies of 
truck costs, time studies of delivery opera- 
tion, analyses of labor requirements and 
costs, and studies of plant operations. The 
purpose in each case is to isolate “causal” 
factors and to define cost functions. These 
studies are developed in terms of physical 
as well as in price units. 

Using the cost functions developed in 
Part III, Bressler then proceeds, in Part IV, 
to set up alternative systems of milk distri- 
bution and to determine their projected 
costs. He considers three possibilities. First, 
he examines the effect of assigning exclusive 
or semi-exclusive delivery territories to exist- 
ing dealers. Under this plan, he would freeze 
the status quo with respect to the number 
and size of handlers, and achieve economy 
merely by a rearrangement of their terri- 
tories. In terms of 1947 wages and costs, the 
potential savings of exclusive territories in 
secondary and major markets would be 
about 2 cents per quart. These savings are 
in addition to those secured by alternate- 
day delivery. 

Under the second plan of reorganization, 
milk distribution would be handled by a 
single agency—a cooperative, a private or- 
ganization with public utility status and 
regulation, or a municipal agency. Such a 
system would achieve three types of econ- 
omy: (1) elimination of route duplication, 
(2) elimination of excess route capacity, and 
(3) economies of scale in plant operation. 
Bressler finds that the potential economies 
of this system would reduce alternate-day 
delivery costs in secondary and major mar- 
kets by from 2.7 to 4.2 cents. 

A third plan of reorganization calls for 
complete elimination of retail deliveries. 
Under such a system, consumers would pick 
up their milk in retail stores or milk depots. 
Bressler estimates that if wholesale deliveries 
were based on a system of zoned or exclusive 
territories, costs would be about 2.4 cents 


below the cost of alternate-day retail de- 
liveries. Additional economies might be 
secured by reducing the number of stores 
and depots; but, as Bressler points out, econ- 
omies under this system are more apparent 
than real. They represent, at least in part, 
a transfer of the burden of milk distribution 
to the final consumer. 

The author recognizes that the relative 
advantages of the several systems of milk 
distribution cannot be measured solely in 
terms of costs. In an economy such as ours, 
consumers are frequently more interested 
in a better product or better service than in 
the lowest possible price. In Part V he at- 
tempts, therefore, to determine consumer 
reactions to each of the proposed systems of 
reorganization. The method is that of con- 
sumer surveys, which—although unsatis- 
factory—is the only method available. He 
finds that the vast majority of Connecticut 
consumers were reasonably well satisfied 
with alternate-day delivery and unwilling 
to pay higher prices for daily delivery serv- 
ice. A surprisingly large percentage is also 
willing to accept a program involving exclu- 
sive delivery territories if it made possible 
some price reduction. There is less willing- 
ness to accept municipal distribution or to 
give up home delivery completely. Bressler 
does not, however, attempt to measure the 
attitudes of labor unions to any of the pro- 
posed schemes. To the reviewer that omis- 
sion seems rather significant, because in his 
home town the return to daily delivery was 
apparently forced by the milk drivers’ un- 
ion. 

S. G. WENNBERG 
University of Missouri 


RETAILING PRINCIPLES AND PRACTICES, by 
Paul L. Brown and William R. Davidson. 
(New York: The Ronald Press Company, 
1953- Pp. 726. $6.00.) 

This is a comprehensive volume on the 
principles of merchandising and retail store 
operation. It employs a functional approach 
to the conduct of retailing operations from 
a management point of view. The treat- 
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ment of the problems of retailing today is 
thorough and lucid, and the work promises 
to become one of the ranking college text 
books in the field. The authors obviously 
have at their command a wealth of first hand 
information on progressive merchandising 
practices, and the book is one that may 
profitably be used by store owners and sup- 
pliers as well as by students seeking a better 
understanding of the processes leading to 
successful retail enterprise. 

A notable feature of the book is the em- 
phasis on analytical discussion. There is 
stress on the underlying reasons for sound 
retail planning as well as an explanation of 
the “what” and “how.” Material used covers 
a wide range from the small and medium- 
sized stores through the large stores. The 
mathematical phases of merchandising are 
well handled with illustrative material and 
exercises to assist the reader in understand- 
ing common retailing computations. Each 
chapter closes with a set of questions and 
problems calling for an application of the 
principles developed in the text. Also in- 
cluded at each chapter’s end is a well chosen 
set of up-to-date references to aid those wish- 
ing to pursue specific studies in more detail. 

The book is divided into eight parts with 
well planned and logical chapter groupings. 
The first part consists of a single chapter. 
The Consumer and the Retailing Structure. 
In this reviewer’s opinion, the opening 
chapter is a pedantic beginning for an other- 
wise commendatory and thoroughly practi- 
cal work. It leaves one with the impression 
of having been added after the rest of the 
book was written, perhaps because the au- 
thors felt that a traditional orientation of 
the subject matter was necessary. Here one 
reads: “Retailing, like most words that end 
in ing, denotes activity. Most simply defined, 
it is the activity of selling at retail, or mak- 
ing retail sales.” On reading further, one 
encounters the old economic bromides of 
form, place and time utility linked up with 
information and possession utility. Next in 
the chapter is a section on “The Retailing 
Structure,” which is well enough handled; 
but then comes the topic heading: “Reasons 


for Studying Retailing,” with such subtopics 
as “Better-Informed Citizenship,” “Public 
Service and Retailing,” “The Field of Edu- 
cation and Retailing.” Not for two and a 
half pages in this section, does the student 
get to his real interest: “Career Opportuni- 
ties in Retailing.” 

In contrast, Part II, Planning Initial Re- 
quirements and Proper Operating Facilities, 
is a first class job, and gets down to business 
right from the start. There are six closely 
related chapters: two on starting a retail 
business, the preliminary considerations, and 
legal form of organization and financing; 
two on community and area problems, and 
selection of a specific site; and two on store 
planning, the building and its equipment, 
and layout. The chapter on community and 
area problems is particularly noteworthy in 
its awareness of the impact of the suburban 
movement on retail trade. The chapter on 
store layout is quite complete with diagrams 
of layout arrangements for various types and 
sizes of stores. 

Part III, Organization and Personnel for 
Operation, contains three chapters, one 
covering organization structure, and two on 
personnel administration: obtaining and 
training employees, and maintaining em- 
ployees. Ample use of organization charts 
enables the reader to understand the differ- 
ences between small and large store organi- 
zation and to make comparisons between 
department store and chain store organiza- 
tions, and between home office and branch 
organizational set ups. The chapter on 
maintaining employees, deals in consider- 
able detail with problems relating to com- 
pensation, performance evaluation, welfare 
and morale activities, union relations, and 
legal questions in the field of employment. 

Part IV, Merchandise Control covers 
quite adequately the matters of stock bal- 
ance and stock turnover, stock control meth- 
ods and systems, and planning a merchan- 
dise budget. 

Part V, Pricing, deals with pricing prin- 
ciples and practice, price and markup com- 
putations, markdown practice and control. 
Treatment is clear cut and well illustrated 


< 
( 
] 
7 
d 
4 
4 
; 
td 
‘| 
| 
= 


BOOK REVIEWS 


101 


with examples drawn from common use. 
Consideration is given to differences in 
markdown practices as between large and 
small stores. 

Part VI, Buying and Receiving Merchan- 
dise, covers buying preparation, purchase 
timing and resource contact, buying tech- 
niques and terms, and receiving and mark- 
ing operations. In this section the reader 
gets a good picture of the preliminaries so 
necessary to proper buying, as well as an 
excellent concept of vendor relationships, 
and buying techniques. The often neglected 
“traffic function” is well explained yet with- 
out over emphasis. The reviewer found Part 
VI to be one of the freshest and best handled 
sections of the book. 

Part VII, Sales Promotion and Customer 
Services, is the longest section of the book. 
Quite properly, the authors recognize cus- 
tomer services as a method of sales promo- 
tion and link the two together. The six 
chapters in this section cover retail sales 
promotion, advertising as a sales tool, the 
personal selling assignment, telephone and 
mail order selling, customer service policies 
and practices, and credit management. Some 
thought provoking ideas are advanced on 
means of improving sales productivity, and 
a strong case is presented for the potentiali- 
ties in telephone selling. The chapter on 
credit management is particularly well 
written and quite complete. 

Part VIII, Retail Accounting Procedures 
and Expense Management opens with a 
chapter on accounting statements and the 
cost method of accounting followed by a 
chapter on the contrasting retail method of 
accounting. The reader gets a good picture 
of the circumstances under which the cost 
method and the retail method of account- 
ing may be used, with an explanation of the 
workings of each. The last two chapters in 
the section deal with expense classification 
and analysis and with expense control and 
cost reduction. The line of attack in ex- 
pense control is one of “profitable spend- 
ing,” rather than expense reduction, and is 
in line with the latest theories on expense 
management. Small store expense budgeting 


procedures are considered as well as the spe- 
cial problems of large store budgeting. Sug- 
gested approaches are offered also to work 
simplification and to cost reduction meth- 
ods. 

The book contains an appendix on the 
merchandising and operating results of de- 
partment and specialty stores in 1950. 

An accompanying instructor’s manual is 
available to teachers, which contains: lists 
of trade publications and retail trade associ- 
ations, as an aid in locating current sources 
of information; comments and _ solutions 
covering the text questions and problems; 
and multiple choice objective examination 
questions for each chapter in the book. 

In the opinion of this reviewer, this book 
will enjoy a wide and popular adoption in 
the college text book field. The thorough 
and authoritative treatment of subject mat- 
ter, and the clear cut style of presentation 
assure its success. 


Davi E. FAVILLE 
Stanford University 


DisTRIBUTION Costs, by J. Brooks Heckert 
and Robert B. Miner. (New York: The 
Ronald Press, 1953. Pp. 386. $6.50.) 


A review of this book has two purposes. 
The first is to call attention to the changes 
between the original and the revised edi- 
tions, and the second is to comment on the 
relationship of distribution cost accounting 
to marketing. The first of these can be 
summed up quickly. The revision is essen- 
tially the same as The Analysis and Control 
of Distribution Costs, authored by Professor 
Heckert alone in 1940. Two new chapters 
are added: “The Gross Profit and Retail In- 
ventory Methods,” and “Contribution Mar- 
gin Approach to Distribution Costs Analy- 
sis.” Chapters 12 and 19 of the original edi- 
tion are now combined, with only the most 
minor changes in text, and the original 
chapters 14 and 15 are combined, again with 
little change in text. The material originally 
in the appendix on the total cost of market- 
ing, the cases on the Robinson-Patman Act, 
and the suggestions given toward applying 
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distribution cost accounting to wholesalers 
have been dropped. Most of the forms used 
in the original edition have been retained 
without modification. Here and there, 
throughout the book, the text has been clari- 
fied or amplified. It was a good book in 1940, 
and it is still a good book, because it is es- 
sentially the same book. 

The second purpose of the review must 
consider the application of the prevailing 
techniques of distribution cost accounting 
to marketing. The underlying assumption is 
that all marketing activity can be reduced 
to uniform units of measurement, for which 
standard units of cost can be calculated. 
Though the authors point out that market- 
ing is a dispersed activity, carried out with 
little, and often remote, supervision, they 
do not fully reconcile themselves to this con- 
dition. The fact is that the more nearly 
routinized the marketing activity for a par- 
ticular firm, or for a particular product, can 
be made, the more handily the concepts of 
distribution cost accounting can be made to 
apply. Where unstandardized conditions 
prevail, the standard unit of cost becomes 
a device for concealing the range of devia- 
tions! In the marketing of foods through 
conventional channels of distribution, the 
relevant data are approximately homoge- 
neous, and the quantities great enough to 
justify averaging. For the sale of many in- 
dustrial products or services, particularly 
those of high price and thin and scattered 
market, it seems probable that the methods 
of distribution cost analysis would have 
little or no application. 

The early work on this field, at least as 
far as the present reviewer is aware, was 
started by J. R. Hilgert, in his 1926 Cost Ac- 
counting for Sales, and by T. O. Grisell, in 
his 1929 Budgetary Control of Distribution. 
It is not clear that there has been as much 
progress from 1926 to 1953 as the import- 
ance of the subject merits. Probably more 
actual progress in sales control has come 
about through the research and writing of 
men in the marketing research field. Pro- 
fessor R. Parker Eastwood’s Sales Control 
by Quantitative Methods, and R. D. Crisp’s 
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How to Reduce Distribution Costs have 
had more direct impact on sales managers 
than have the several books specifically on 
distribution cost accounting. It seems clear 
that we have an important field, with rela- 
tively little written in it, and with room for 
considerably more research and writing. 


LAWRENCE C. LOcKLEY 
University of Southern California 


SELLING Forces, by Donald M. Hobart and 
J. P. Wood. (New York: The Ronald 
Press Company, 1953. Pp. 299. $5.00.) 


The authors state that their bool. is a 
“primer of the basic truths of advertising 
and selling” and that “it is intended to bea 
compact and readily understandable state- 
ment of the philosophy and practice of sell- 
ing as they have developed and are known 
in this country.” They also plead for an ap- 
preciation of the place of selling in our 
economy. 

Divided into twenty-four chapters, the 
material can be grouped about as follows: 
the importance of selling; the study of the 
product and types of selling; brand prefer- 
ence; organizing and training the sales 
force; analyzing the markets classified ac- 
cording to national, local, women, and 
farmers; and advertising. The material on 
advertising covers about one third of the 
book. 

Since it is intended to be a primer on sell- 
ing, naturally the book covers a rather wide 
variety of material without much analysis. 
For example, the chapter on Organizing and 
Training a Sales Force of twelve pages can 
give the reader only a partial understanding 
of this subject. Most educators would dis 
agree with the statement of the Vice-Presi- 
dent of Sales of a large company who says, 
“there is a lack of educational facilities for 
men going into sales. . . .” Nor would all 
sales ‘executives and psychologists agree 
with the authors when they say “gregarious- 
ness and social intelligence are ‘musts’ for 
salesmen.” 

The chapter on the Farm Market is only 
eight pages and therefore includes only par- 
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tial information on this market. The chap- 
ter on Advertising and the Consumer makes 
no reference to the Federal Legislation on 
Advertising nor to the work of the Federal 
Trade Commission. 

The concluding chapter restates and sum- 
marizes the five suggested musts for manu- 
facturers who would sell successfully: study 
the product or products; analyze the mar- 
ket; plan efficient distribution; organize and 
train an adequate sales organization; and 
develop strong advertising, promotion, and 
merchandising. 

There are interesting and helpful items 
of information throughout the book, some 
tables, and a number of good illustrations. 
Possibly there is the danger of over-simplifi- 
cation because the publication is a “primer” 
on the subject of selling forces. 


JAMEs R. HAWKINSON 
Northwestern University 


ConsuMER Economics, by Pearce C. Kelley, 
with editorial assistance of Christine 
Kelley. (Homewood: Richard D. Irwin, 
Inc., 1953. Pp. 661. $6.00.) 


The volume is intended as a textbook in 
college courses and “‘is written from the mar- 
keting viewpoint. . . . However, we hope 
that economists and home economists 
teaching courses in the consumer field will 
find its content suitable... to their 
needs.” 

There are questions, problems and proj- 
ects, and bibliographies at the ends of the 
chapters. The book is well printed and neat 
in appearance. The figures are as up to date 
as is possible with present day slowness of 
printers and publishers. 

The author says that it is an oversimplifi- 
cation to consider only goods and services as 
satisfying wants and speaks of intangible 
values. He emphasizes the value of freedom 
of choice to the consumers. Personally, the 
reviewer would have liked a somewhat 
fuller discussion, showing the value or satis- 
faction to be derived from free or relatively 
free goods—such as enjoying flowers in a 
park or the books in a public library, look- 


ing at a beautiful sunset or an imposing 
mountain. 

The author gives a considerable number 
of figures on income and its distribution 
among families, individuals, and spending 
units. He points out that the masses have 
had their standard of living raised in recent 
years and traces in an interesting way the 
chronology of their acquisitions of various 
appliances and gadgets. 

The author does not define income. Per- 
haps there is no one satisfactory definition. 
A brief discussion of various concepts would, 
however, be helpful. The income figures 
used are largely those from the President's 
Report to Congress in July, 1951. These 
figures are quoted without any evaluation 
or explanation of what they include. Read- 
ers should have this information. 

The author set out to write a book from 
the marketing viewpoint. Marketing in- 
cludes both selling and buying. The seller 
should know how many families, house- 
holds, and individuals there are and where 
they live. He needs to know their income 
and how it is distributed. He needs informa- 
tion about their wants and he needs to 
know about races, nationalities, and occupa- 
tions as all these influence demand. He is 
particularly interested in what makes people 
want things and how their wants change. 
This leads to a study of fashion as there is 
fashion in everything from houses to 
women’s hats. This volume does not give 
this information. It does not have a chapter 
on fashion and the word is not listed in the 
index. Some material in Chapter 7 on con- 
sumer habits, however, deals with changes 
in demand, but this is too brief a treatment 
for a subject so important to sellers. Income 
figures are pretty much limited to Govern- 
ment figures of total income and its distri- 
bution to families for the country as a whole. 
One finds no mention of the Sales Manage- 
ment figures, nor of other studies of local 
or regional incomes. Neither does he find 
any method outlined for computing or esti- 
mating the distribution of families by in- 
come for local areas. Sellers need local and 
regional breakdowns. Nevertheless, there is 
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much interesting, descriptive material in 
this volume and the more sellers know of 
this information, the better equipped they 
are to understand their marketing prob- 
lems. The author gives little space to family 
budgets or lists of expenditures. Budgets for 
families with different incomes are useful to 
sellers and consumers, even if such figures 
are not entirely accurate. From the con- 
sumers’ viewpoint, the book should have a 
chapter on setting up and operating a family 
budget—or so it seems to the reviewer. 

Population is basic in estimating markets. 
Much information is available on popula- 
tion trends, birth and death rates with pro- 
jections of the number of families and 
households. Little of such material finds its 
way into this volume. 

Buyers should find this book much more 
helpful than sellers, although it is not a 
book on “buymanship.” It contains interest- 
ing and useful ideas on such topics as health, 
housing, buying, standards, advertising, 
finance, and savings. 

The author did not attain his objective 
of writing a book on consumption from the 
marketing viewpoint. Perhaps too much of 
this review has been devoted to this failure. 
Otherwise, it is an interesting and well writ- 
ten book along conventional lines with 
fewer statistics than some. 


D. CONVERSE 
University of Illinois 


How To BEcoME A SUCCESSFUL MANUFAC- 
TURERS’ REPRESENTATIVE, by Marvin Leff- 
ler. (New York: Prentice-Hall, Inc., 1952. 
Pp. 218. $4.95.) 

A very specialized kind of small business 
enterprise is treated here. Your reviewer in- 
vites salesmen past, present and potential 
to read these 211 pages. Teachers handling 
selling and sales management courses are 
also extended an invitation. Mr. Leffler 
writes with enthusiasm as he tells about the 
advantages while warning of the pitfalls in 
agency selling for manufacturers. 

It is coincidental that in the January, 
1953 issue of Fortune magazine there ap- 


pears an article about the manufacturers’ 
agent.* The publication date of the book 
under review is December 19, 1952. In the 
Fortune article two definitions of manufac- 
turers’ agent are given. The first is intended 
for consumption by manufacturers whose 
product the agent hopes to handle and it 
reads, “an amalgam of merchandising ex- 
pert, market analyst, and supersalesman 
who could guarantee (almost) to sell his 
product to wholesale houses, chains, and 
department stores and by doing it on com- 
mission (such a modest one) relieve the 
manufacturer of any direct cost in the mat- 
ter.” The second definition of a manufac 
turers’ agent is the one used by the agent to 
describe himself to his intimates, ‘‘one of 
commerce’s most ill-used heroes, a selfless 
and indefatigable pioneer who would take 
some manufacturer’s wretched product, 
bully him into redesigning it, create a mar- 
ket almost singlehandedly, and then when 
he had got it to the point where it would 
virtually sell itself he wakes up to find that 
the manufacturer has replaced him with a 
force of low-paid salesmen under the super- 
vision of a relative.”” The more you read 
about these selling agents, the more you feel 
that both these definitions are quite correct! 

There are only 50,000 manufacturers’ 
representatives selling somewhat less than 
2% of all goods marketed, while all other 
types of salesmen number well over 3,000, 
ooo. In some fields such as in hardware, elec- 
trical goods, and furniture, these agents are 
significant cogs in the distributive machin- 
ery, but regardless of areas of operation, 
their contribution is important since they 
fill the spaces in the marketing system now 
too enormous and complex to allow for a 
smooth meshing of supply and demand at 
all points. 

The presentation is balanced because 
space is provided for the several logical ele- 
ments necessary to an adequate treatment 
of the place and importance of this special- 
ized selling agent in our marketing econ- 
omy. A chapter devoted to the problems 


*“The Ninety-Nine Lives of Charlie Soames” by 
Richard Austin Smith. 


i 
came! 
2 
i 
4 
‘ 
id 
= 
fre, 
ae 
are 
bis | 


BOOK REVIEWS 


105 


connected with opening an agency and one 
on establishing policies are very real and 
concrete. Much of the realism of the prac- 
titioner is evident also in the chapters on, 
How To Compete for Lines (Chap. 5), How 
To Satisfy Your Principals (8), and How To 
Protect Your Lines (11). It is evident that 
Mr. Leffler knows his way around in the 
world of selling. In the colloquialism of 
World War II, he has had it, and it is this 
high experience quotient which gives value 
to his presentation. 

For the salesman this is required reading 
if, as the subtitle states, he is a “—— Sales- 
man Who Wants to be in Business for Him- 
self.” Because of its specialized nature, this 
book is not indicated for college marketing 
courses. It should be given serious examina- 
tion, however, for supplementary use in 
salesmanship classes at the graduate, as well 
as undergraduate level. 


WILLIAM L. DorEMuS 
New York University 


TRANSPORTATION FACTORS IN THE MARKET- 
ING OF NEwspRINT, by Edward Margolin 
and Wm. P. McLendon. (Washington: 
United States Department of Commerce, 
1952. Pp. 126. $0.40.) 

The title suggests highly specialized sub- 
ject matter, and such a title-inspired ap- 
praisal is correct. Upon inspection, how- 
ever, you learn that the authors enrich the 
text with observations and applications that 
touch upon the overall area of transporta- 
tion economics. Consequently, a good part 
of the book is basic to industries other than 
newsprint and corollary enterprise. Con- 
sideration is given to properly evaluating 
the transportation factors in the determina- 
tion of plant location, the importance of 
transportation in the establishment of na- 
tional and regional product distribution 
and the value of traffic and rate data in the 
preparation of marketing studies. 

The main body of the book presents a 
comprehensive study of the transportation 
factors entering into the marketing of news- 
print. Newsprint supply, cost, pricing, rates, 


plant location and services are examined 
at both the mill manufacturer and con- 
sumer-publisher level. The following areas 
are covered: 


(1) Importance of transportation costs in 
the marketing and pricing of indus- 
trial products; 

(2) Manufacturing, marketing and utili- 
zation of newsprint; 

(3) National and regional newsprint traf- 
fic flow patterns; 

(4) Level and structure of newsprint 
rates; 

(5) Transportation costs and delivered 
pricing; and 

(6) Transportation costs and newsprint 
mill locations. 


This reviewer may be prejudiced in favor 
of the importance of tables and charts, but 
there is little doubt that their use in this 
work enhances the effectiveness and use of 
the study. The table of contents lists 55 
tables and 9 charts. They are of considerable 
importance to an adequate understanding 
of the text. 

The cost of transporting newsprint to 
consuming points averages about 12% of 
the selling price and the cost of newsprint 
represents approximately 25% of the total 
expenses in the budget of the daily news- 
paper in the United States. Since the news- 
paper is fundamental to the perpetuation 
of our economy, this study is a contribution. 
It should also be viewed as politically and 
socially important because the daily news- 
paper aids in the development of an in- 
formed public opinion, advances the literacy 
of its readers and promotes the marketing 
of goods and services through advertising. 

The book is essentially technical, since it 
was prepared for those in the field of news- 
print production and consumption. How- 
ever, a teacher of marketing might well use 
some of the material when he covers topics 
such as transportation, plant location, pric- 
ing and government regulation of market- 
ing. 


WILLIAM L. DorEMusS 
New York University 
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INTERNATIONAL SHIPPING CARTELS, by Daniel 
Marx, Jr. (Princeton: Princeton Univer- 
sity Press, 1953. Pp. 323. $6.00.) 

This book contains a thorough discussion 
of the basic economic factors of the ocean 
shipping industry, the practices and pro- 
cedures of individual shippers and shipping 
conferences, the political factors affecting 
shipping, and the attempts on the part of 
nations to regulate shipping conferences. 
Most of the discussion is devoted to ocean 
shipping but there is some space given to 
air transportation. It should be pointed out, 
however, that many of the factors which 
are discussed in this book would be appli- 
cable to other types of transportation. 

Much stress is given to the economic fac- 
tors of the individual shipper, the shipping 
conferences, and the international shipping 
organizations. The author points out that 
economic considerations result in cutthroat 
competition among individual shippers 
which leads to self-regulation in the form 
of shipping conferences. These conferences 
usually adopt procedures and practices 
which are not in public interest and which 
bring about investigations and regulations 
by the various governments involved. The 
practices and procedures of the individual 
conferences, as well as the actions taken by 
individual nations, are discussed in detail. 

The author seems to think that more regu- 
lation is necessary in the field of ocean 
shipping. He does not suggest a detailed 
plan of what should be done but he does 
point out the basic factors that should be 
considered in extending the regulations. 

The book is clearly written and it should 
be of interest to all people in the field of 
transportation. 

Roy H. PAYNTER 
Ohio University 


MARKETING: CURRENT PROBLEMS AND THEO- 
ries, by Schuyler F. Otteson, editor. 
(Bloomington: Indiana University, 1952. 
Pp. 163. Price $2.75.) 

The marketing literature appears to be 
expanding in a second series of books of 


“readings.” The first set of readings were 
published in the middle 1920’s by Fred E. 
Clark, I. Wright, and C. E. Landon. Prin- 
ciples texts at that time being comparatively 
skeletal and marketing discovery being 
largely in the descriptive and narrative 
stages, readings served a purpose in filling 
out the students’ knowledge and in advanc- 
ing marketing education. The need for such 
books, however, seems gradually to have 
died away. 

Within the past few years, there has been 
published readings of similar, and yet of a 
different type. Two of them have been the 
books Theory in Marketing, by Reavis Cox 
and Wroe Alderson and Changing Perspec- 
tives in Marketing, by Hugh G. Wales. Both 
are editorial jobs consisting of assorted short 
writings by a number of people. In their va- 
riety they are not entirely unlike the older 
readings. In their subject matter they are 
distinctly different. 

This publication, released by Indiana 
University under the editorship of Dr. Otte- 
son, is of the latter type. It consists of eleven 
essays averaging approximately ten pages 
each and deals with a wide range of subjects. 
Four of the papers were originally presented 
by guest speakers, Helen G. Canoyer, Cor- 
win D. Edwards, E. T. Grether, and Paul H. 
Nystrom, invited by the University to meet 
with its marketing faculty and graduate stu- 
dents. The remaining papers were prepared 
by members of the Indiana faculty. 

S. F. Otteson, writing on “Research and 
the Science of Marketing,” reviews some of 
the semantics of marketing thought. His 
conclusion is that “only through the persist- 
ent and diligent application of proper 
method will we augment and refine our 
body of theory, principles, and perhaps laws 
in this field.” 

George M. Umemura, in “The Classical 
School and a Theory of Marketing,” ana- 
lyzes for their marketing content the writ- 
ings of Smith, Malthus, Ricardo, Say, John 
Stuart Mill, and other Classicists. His con- 
clusion is that the Classical School offers a 
sound theory of the role of marketing in the 


a 

. 

v4 Bis, 
4 

is 

{ 

am 2 

x 

at 

— 


BOOK REVIEWS 


107 


economic system, basing it upon concepts of 
specialization. 

Helen G. Canoyer discusses “Some Obser- 
vations Concerning Economics of Consump- 
tion.” She points out that the economics of 
consumption is but one phase of the con- 
sumption field and that future progress de- 
pends upon “the synthesis of those parts of 
the pertinent areas which are applicable to 
consumption.” 

Corwin D. Edwards, in “The Effect of 
Mergers Upon Competition,” discusses some 
of the problems raised by 1950 amendment 
to Section 7 of the Clayton Act, the change 
which is intended to forestall violations of 
the Sherman Act by detecting adverse effects 
upon competition at a relatively early stage 
and thus preventing them before they (be- 
come) more severe. 

Thomas A. Staudt, under the title “Quan- 
tity Limits and Public Policy,” examines the 
history and purpose of the quantity limit 
provision, the criteria for exercising it, and 
the effects of the quantity limit on business 
practice. Among these effects he observed 
vertical integration, exclusive sources of sup- 
ply, market stratification, consignment sell- 
ing, leasing agreements with industrial 
users, line simplification, determination of 
the wholesaler’s position, and discourage- 
ment of limited service. 

E. T. Grether, in “Fair Trade Pricing Re- 
appraised,” summarized the history of this 
pricing policy since 1880 and discusses at 
some length the three fundamental issues 
involved: (1) the protection of manufac- 
turers’ property rights in the good will ad- 
hering to their trade-marks; (2) the protec- 
tion of distributors against deceitful and 
predatory pricing tactics; and (3) the valid- 
ity of the so-called non-signer approach to 
enforcement. He concludes that “very little 
attempt has been made to look ahead and to 
forecast the long-run effects of resale price 
maintenance,” and that in the short-run 
much more emphasis has been given this 
problem than is perhaps warranted. 

Charles Dorsey Forrest raises the ques- 
tion: “Is Advertising Regulated Enough?” 
After citing examples of advertising regula- 


tion since ancient times, he concludes that 
there is not only little need for additional 
regulation, there is actually little room for 
more laws! The improvement of advertis- 
ing, he believes, rests upon education, which 
has in this respect a three-fold task: “one, to 
teach discipline, respect, and pride; two, to 
teach people to be ‘wiser’ buyers; three, to 
teach those who advance farther in educa- 
tion—or in other fields—that they do not 
automatically acquire the right to deter- 
mine what is best for others.” 

Albert Haring writes on “Some Questions 
About Consumer Credit Control Under 
Semimobilization.” After reviewing Regula- 
tion W and the conditions which provoked 
it, he concludes that although loans to busi- 
ness have been effectively restricted by con- 
trols administered by financial agencies, 
“Regulation W in the form which has been 
used in the past may have costs which ex- 
ceed its benefits in a semimobilized econ- 
omy.” 

Paul H. Nystrom’s “Observations on Re- 
tailing Trends and Costs” analyzes the lat- 
est retailing Census data and the current 
drive to cut the cost of distribution. Among 
the recent developments in retailing he lists: 
chain junior department stores, trade un- 
ions in retailing, deep freezer and food com- 
bination sales, efforts of retailers to combat 
increasing costs of operation, distributive 
education and cooperation, the growing 
concept of a store as a selling machine, 
streamlining retail operations to serve the 
customers, concern over transportation costs, 
need for more use of retail cost accounting, 
reduction of expenses of non-selling retail 
operations. 

J. D. Butterworth, in “Retailing: An Ag- 
gregate Picture,” supplements Dr. Ny- 
strom’s discussion with an accounting of the 
changes which have taken place since 1929 
in the relative positions of the several kind- 
of-business groups of retail stores. 

C. W. Barker presents his observations 
“On the Teaching of Marketing.” In setting 
forth his criteria of a good marketing 
teacher, he lists: “(1) know his subject, (2) 
proclaim to the public the services of mar- 
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keting, (3) be the conscience of the market- 
ing world, and (4) be an inspiring classroom 
teacher.” 

The entire book is filled with gems of 
thought. Its preparation deserves congratu- 
lations for those responsible for it. 


RosBERT BARTELS 
Ohio State University 


Econometrics, by Gerhard Tintner. (New 
York: John Wiley & Sons, Inc., 1952. Pp. 
370. $5-75-) 

Econometrics is an approach to economic 
research which involves “the application of 
modern statistical procedures to theoretical 
models . . . formulated in mathematical 
terms.” As such, it invites consideration by 
analysts everywhere who work with eco- 
nomic data. Until recently, econometrics 
has been a discipline with a vigorous spon- 
soring society, and several journals, but 
little in the way of formal text material. Pro- 
fessor Tintner has now made a brilliant ef- 
fort towards remedying this deficiency. He 
has done even more. In “Econometrics” he 
has formally restated the concepts underly- 
ing the methodology; he has brought to- 
gether a group of related techniques; and he 
has synthesized the whole into a coherent 
doctrine. In so doing he has laid a valid basis 
for “the application of mathematical eco- 
nomic theory and statistical procedures to 
economic data to establish numerical results 
in the field of economics and to verify eco- 
nomic theorems.” 

The book is divided into three parts, and 
provides a smooth, connected treatment of 
a series of topics which can be grouped un- 
der the general heading of regression analy- 
sis. Part I, entitled ‘““A Non-Technical In- 
troduction to Econometrics,” leads off with 
a lucid thought-provoking chapter on the 
application of the scientific method to eco- 
nomics. Tintner reviews the foundations of 
statistical analysis with particular reference 
to concepts basic to probability theory. He 
acknowledges explicitly that “the blind ap- 
proach of statistical methods . . . useful in 
biology and agricultural experimentation is 


not possible in economics.” The reason is 
simple. In economics, as in astronomy and 
meteorology, no experimentation is possi- 
ble. Nevertheless, Tintner emphasizes that 
the fundamental ideas of statistical ideas of 
statistical theory (estimation, statistical in- 
ference, maximum likelihood, and tests of 
hypotheses) can be applied to the analysis of 
non-experimental data. 

Tintner then plunges directly into a dis- 
cussion of elementary regression methods 
with particular application to demand, sup- 
ply, production, cost and utility functions, 
and elementary model building. Part II in- 
troduces with the help of matrix notation 
multivariate analysis, including such topics 
as multiple regression, partial correlation, 
discriminant functions, Hotelling’s princi- 
pal component analysis, canonical correla- 
tion and simple stochastic models in which 
the problem of identification arises. Part III 
reviews the essentials of time series analysis. 
It opens with a brief survey of smoothing 
techniques, and various methods for esti- 
mating trends and periodic and oscillatory 
movements. The longest, most difficult and, 
in many respects, most important chapter 
next attacks the often neglected problem of 
time series in which successive observations 
are interdependent. It covers specifically 
auto-regression functions, stochastic differ- 
ence equations and correlogram analysis. 
The volume concludes with two appendices 
which deal with the elements of matrix al- 
gebra and the solution of sets of linear equa- 
tions. 

The book as a whole is a formidable 
achievement. In the first place, Tintner’s 
presentation is in most respects a model of 
clarity and precision. He has also been care- 
ful generally to state assumptions and pre- 
sent definitions. The book is likewise vir- 
tually unique. No other brings together in 
so brief a space so many different phases of 
regression theory. The author further aug- 
ments the usefulness of the volume by il- 
lustrating most of the principal techniques 
with specific examples worked out in detail. 
Incidentally, business statisticians and econ- 
omists will find in many of these parallels 
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to their own problems. Additional help is 
provided in the form of no fewer than 512 
footnotes to books and articles by 388 dif- 
ferent authors: economists, mathematicians 
and statisticians. 

“Econometrics” does impose fairly stiff 
demands on the reader’s training in eco- 
nomics and mathematical statistics. To illus- 
trate, he needs considerable familiarity with 
economic theory to take full advantage of 
Part I. The solution of second order linear 
difference equations is likewise presented 
without much preliminary discussion. 
Terms such as “stochastic” and “damping” 
are used without being defined in their con- 
text. Finally, the problem of identification 
in economic models is simply not adequately 
explained. 

None of this alters the fact that Tintner 
has written a work which offers the reader 
large potential dividends in return for his 
investment of time. Its practical use in prac- 
tical problems will, of course, depend on the 
skill and imagination of the practitioner. It 
may be worth noting, however, that research 
workers interested in econometrics are ac- 
tive in many of America’s “blue-chip” com- 
panies. This fact alone augurs well for the 
future of econometrics. 


WILLIAM W. WRIGHT 
Time, Inc. 


SALESMEN’S COMPENSATION, in two volumes, 
by Harry R. Tosdal, assisted by Waller 
Carson, Jr. (Norwood: Plimpton Press, 
1953. Vol. I, Pp. 459, Vol. II, Pp. 461. 
$11.50.) 

Coming from an authoritative source, this 
two volume work fills a long felt need for a 
thoroughgoing comprehensive study of the 
methods of compensating salesmen. As in- 
dicated by the authors, the problems in- 
volved are “important, difficult, and peren- 
nial.” They are important, not only because 
outside salesmen account for expenditures 
of over ten billion dollars annually, but be- 
cause they affect the performance of sales 
workers so vital to the forward drive of our 
economy. They are difficult, because they 


deal with the problems of human behavior, 
not only of salesmen, but of the persons 
salesmen are endeavoring to influence. They 
are perennial, because of constant shifts in 
the manipulation of compensation to meet 
changing conditions and the need to recon- 
cile the maximum in incentive payments 
with the minimum in selling costs. 

These volumes have been prepared after 
exhaustive examination of the current prac- 
tices of hundreds of business concerns over 
a long period of time. There is no man in 
the country better qualified to undertake 
such a work than Professor Harry R. Tosdal, 
who has been analyzing sales problems and 
teaching Sales Management in the Harvard 
Business School for more than thirty years. 

Volume I is divided into two parts. The 
first part, “Principles and Practice,” consists 
of twelve chapters dealing with the nature 
and scope of problems of salesmen’s com- 
pensation; the salesmen’s task and measure- 
ment of salesmen’s performance; the level of 
salesmen’s compensation; objectives, com- 
ponents, and types of salesmen’s compensa- 
tion plans; salary plans of compensating 
salesmen; commission plans; combination 
salary and commission plans; various other 
combination plans, including bonus and 
profit sharing; administrative problems re- 
lating to salesmen’s compensation; pensions, 
retirement allowances, and fringe benefits; 
and government regulation and control of 
salesmen’s compensation. This first part ends 
with a chapter of summary and conclusions 
in which the authors point out the general 
dissatisfaction that exists among sales man- 
agers with their sales compensation plans. 
This dissatisfaction stems “from inherent 
inconsistencies in objectives, from conflict- 
ing elements in the compensation plans, 
and from a lack of understanding and fore- 
sight on the part of responsible executives.” 
While observing that there is no one best 
compensation plan for any one firm or type 
of industry, the authors feel that the pres- 
sure of costs and the general desire for 
greater financial security have combined to 
develop a marked trend toward combina- 
tion or incentive plans. This final chapter 
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of conclusions is commendable in that it 
presents a perspective of the whole field for 
the busy executive who is concerned with 
salesmen’s compensation problems, but who 
may have a minimum of time to devote to 
surveying the results of the study. 

Part II, in Volume I, is a report on a com- 
prehensive questionnaire survey undertaken 
with the assistance of the National Sales Ex- 
ecutives to secure a cross section of compen- 
sation practices and levels of salesmen’s pay 
in 1948 and 1949. A total of 1,153 question- 
naires were included in this survey, repre- 
senting 1,022 different companies, 1,254 
sales forces and 93,137 salesmen. In addi- 
tion to figures on the use of various types of 
compensation plans and levels of earnings, 
data are presented on the relation of com- 
pensation and characteristics of the sales- 
man’s job; turnover, pension plans, social 
security and unionization; and administer- 
ing compensation and wages. Part II is val- 
uable for the wealth of information it pre- 
sents and as a study in questionnaire tech- 
nique and research method. Sales Managers 
seeking support for practices they have 
adopted, or programs they are considering 
using, will find much helpful information 
in this section stated in positive, easily quot- 
able form. The following are examples: 


“About 75% of salesmen’s earnings, on 
the average, was fixed income.” 

“In only 4% of the reporting sales 
forces were salesmen unionized.” 

“One out of four sales managers was ac- 
tively dissatisfied with his company’s com- 
pensation plan and was seeking improve- 
ment.” 

“In almost half of the sales forces with 
trainees, the trainees were paid salary 
only.” 

“One out of ten sales managers re- 
ported that accounts developed by sales- 
men, were, at least sometimes, made into 
house accounts.” 


Volume II in this set is comprised of the 
case histories of thirty companies, showing 
both successful and unsuccessful experi- 


ences with various types of compensation 
plans. Most of the cases deal with combina- 
tion plans, “which in practice constitute the 
choice of the majority of sales executives.” 
The reasoning of the executives in choosing 
various types of compensation is indicated, 
together with the results obtained, insofar as 
such information was available. Each case 
carries a heading specifying the size of the 
sales organization as measured by the num- 
ber of salesmen, the products sold and mar- 
kets selected, the plan of compensation and 
the questions chosen for comment. Follow- 
ing a statement of the case, there is a com- 
mentary discussing the problems raised. 
There is no attempt to relate the discussions 
to Part I in Volume I, and in this respect 
some may find fault with the work. Al 
though the authors state that their objective 
in the case presentations is “to derive from 
the study of such cases tentative conclusions 
which may have broader application,” the 
reader may feel he would have preferred to 
have the cases linked up directly with the 
declaratory material in Volume I. This re- 
viewer recognizes the difficulty in securing 
suitable illustrative case material for the 
myriad of combination situations that arise 
in sales compensation plans, and feels the 
authors have done an admirable job of sort- 
ing out and presenting cases of the widest 
application and instructive usefulness. The 
cases are conveniently grouped for quick 
reference by salary plans, commission plans, 
salary and commission plans, and bonus and 
other plans. 

As pointed out in the foreword, by Mel- 
vin T. Copeland, Director of Business Re- 
search in the Harvard Graduate School of 
Business Administration, this study is par- 
ticularly timely, since sooner or later indus- 
try is likely to have to function in a buyer's 
market; “then the task of effecting sales will 
become substantially more difficult and the 
related problems of salesmen’s compensa 
tion may become acute.” For every sales 
manager and teacher of sales management, 
familiarity with this work is a “must.” Both 
in broad perspective and in detailed partic 
ulars, it establishes a new working base for 
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the understanding and better solution of the 
involved problems of salesmen’s compensa- 
Davin E. FAVILLE 
Stanford University 


VERTICAL INTEGRATION IN MARKETING, by 
Nugent Wedding, editor. (Urbana: The 
University of Illinois, 1952. Pp. 169. No 
price given.) 

This paper-bound volume consists of two 
major parts: (1) “A General Discussion of 
Vertical Integration,” a monograph pre- 
pared by Professor Robert H. Cole of the 
University of Illinois; and (2), four papers 
concerned with analyses of specific applica- 
tions of vertical int~gration in American in- 
dustry. These papers were presented at the 
1951 Marketing Symposium at the Univer- 
sity of Illinois. 

The economics of vertical integration are 
of considerable importance to businessmen 
and academicians alike as recent develop- 
ments indicate. The A. & P. suit, the Gillette 
bills introduced in Congress a few years ago, 
the government’s suit against the major oil 
companies on the Pacific Coast, and the new 


- Administration’s cautious approach to the 


problems of vertical integration and bigness 
and their relation to monopoly, all demon- 
strate the significance and timeliness of the 
subject. As a result, the reviewer approached 
his task with some enthusiasm. 
Professor Cole’s discussion is well organ- 
ized, presented, and carefully documented. 
He has covered in satisfactory fashion for 
his purpose the general aspects of vertical 
integration and their application in the field 
of marketing. The reviewer was disap- 
pointed, however, in not finding more at- 
tention given to the competitive forces at 
work and to the relationship of integration 
to monopoly power and control of the mar- 
ket. In other words, incorporation and anal- 
ysis of at least some of the ideas of Arthur 
Burns in his The Decline of Competition, 
Corwin Edwards in his Maintaining Com- 
petition, and Stocking and Watkins in their 
Monopoly and Free Enterprise would have 
strengthened the treatment materially. One 


should recognize, however, that vertical in- 
tegration is a problem of many facets and 
that the author has done well in the light of 
his purpose. 

A valuable part of Professor Cole’s mon- 
ograph consists of his summary of the find- 
ings of published statistical studies on verti- 
cal integration. These relate to the follow- 
ing products among others: automobile tires 
and tubes; food products; agricultural im- 
plements; building materials; floor coverings 
and furniture; fruits and vegetables; and 
poultry and eggs. He also compares inte- 
grated and quasi-integrated organizations in 
the fields of groceries and hardware. Com- 
piled from a variety of sources, marketing 
teachers will find this information of consid- 
erable interest and use. A fairly comprehen- 
sive bibliography is presented at the close 
of Professor Cole’s treatise. 

Among the four papers comprising the 
second part of the volume, three are devoted 
to the textile, steel and petroleum industries 
and the fourth to some of the important 
legal questions involved. Each writer is well- 
qualified to handle his particular assign- 
ment: C. T. Murchison, the textile industry; 
B. E. Estes, the steel industry; J. W. Boat- 
wright, the petroleum industry; and Pro- 
fessor K. S. Carlston, the legal aspects of the 
question. Viewed in the light of the partic- 
ular purpose for which the papers were pre- 
pared, the reviewer has little fault to find 
with them. The nature and scope of the 
problems involved in the industries men- 
tioned make it difficult to do more than out- 
line in a general way the broad areas and 
functional activities with which vertical in- 
tegration is concerned. Fortunately, a dis- 
cussion of legal problems makes it possible 
to draw upon judicial opinions expressed in 
a variety of situations. 

The teacher of Marketing will find it ad- 
visable to add Vertical Integration in Mar- 
keting to his library. Vertical integration 
now plays an important part in our eco- 
nomic life and will likely continue to be of 
considerable significance to all careful stu- 


dents of Marketing. p errr J. Duncan 
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